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Mission of the Service

The purpose of the Internal Revenue Service is to
collect the proper amount of tax revenue at the least
cost; serve the public by continually improving the

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to
administer the Internal Revenue Code. Tax policy
for raising revenue is determined by Congress.

With this in mind, it is the duty of the Service to
carry out that policy by correctly applying the laws
enacted by Congress; to determine the reasonable
meaning of various Code provisions in light of the
Congressional purpose in enacting them; and to
perform this work in a fair and impartial manner,
with neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the
Code. It is the responsibility of each person in the
Service, charged with the duty of interpreting the
law, to try to find the true meaning of the statutory
provision and not to adopt a strained construction in
the belief that he or she is “protecting the revenue.”
The revenue is properly protected only when we as-
certain and apply the true meaning of the statute.

quality of our products and services; and perform in a
manner warranting the highest degree of public
confidence in our integrity, efficiency and fairness.

The Service also has the responsibility of applying
and administering the law in a reasonable,
practical manner. Issues should only be raised by
examining officers when they have merit, never
arbitrarily or for trading purposes. At the same
time, the examining officer should never hesitate
to raise a meritorious issue. It is also important
that care be exercised not to raise an issue or to
ask a court to adopt a position inconsistent with
an established Service position.

Administration should be both reasonable and
vigorous. It should be conducted with as little
delay as possible and with great courtesy and
considerateness. It should never try to overreach,
and should be reasonable within the bounds of law
and sound administration. It should, however, be
vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax
devices and fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instru-
ment of the Commissioner of Internal Revenue for
announcing official rulings and procedures of the Inter-
nal Revenue Service and for publishing Treasury Deci-
sions, Executive Orders, Tax Conventions, legislation,
court decisions, and other items of general interest. It is
published weekly and may be obtained from the Superin-
tendent of Documents on a subscription basis. Bulletin
contents of a permanent nature are consolidated semi-
annually into Cumulative Bulletins, which are sold on a
single-copy basis.

It is the policy of the Service to publish in the Bulletin all
substantive rulings necessary to promote a uniform
application of the tax laws, including all rulings that
supersede, revoke, modify, or amend any of those
previously published in the Bulletin. All published rulings
apply retroactively unless otherwise indicated. Proce-
dures relating solely to matters of internal management
are not published; however, statements of internal
practices and procedures that affect the rights and
duties of taxpayers are published.

Revenue rulings represent the conclusions of the Ser-
vice on the application of the law to the pivotal facts
stated in the revenue ruling. In those based on positions
taken in rulings to taxpayers or technical advice to
Service field offices, identifying details and information
of a confidential nature are deleted to prevent unwar-
ranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not
have the force and effect of Treasury Department
Regulations, but they may be used as precedents.
Unpublished rulings will not be relied on, used, or cited
as precedents by Service personnel in the disposition of
other cases. In applying published rulings and proce-
dures, the effect of subsequent legislation, regulations,

court decisions, rulings, and procedures must be consid-
ered, and Service personnel and others concerned are
cautioned against reaching the same conclusions in
other cases unless the facts and circumstances are
substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on
provisions of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows:
Subpart A, Tax Conventions, and Subpart B, Legislation
and Related Committee Reports.

Part Ill.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and
Subparts. Also included in this part are Bank Secrecy
Act Administrative Rulings. Bank Secrecy Act Administra-
tive Rulings are issued by the Department of the
Treasury’s Office of the Assistant Secretary (Enforce-
ment).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemak-
ing and the disbarment and suspension list included in
this part, none of these announcements are consoli-
dated in the Cumulative Bulletins.

The first Bulletin for each month includes an index for
the matters published during the preceding month.
These monthly indexes are cumulated on a quarterly and
semiannual basis, and are published in the first Bulletin
of the succeeding quarterly and semi-annual period,
respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents U.S. Government Printing Office, Washington, D.C. 20402.



Part I. Rulings and Decision Under the Internal Revenue Code of 1986

Section 367.—Foreign unless the collection of information dis-poration (Distributing) does not recog-
Corporations plays a valid control number. nize gain or loss on the distribution of
26 CFR 1.367(¢)-1T: Treatment of section 355 For furt.her mformauqn concerning the stoc_k or securities of a cpnt_rolled
distributions by U.S. corporations to foreign per- this collection of information, and where corporation (Controlled) to Distribut-

sons. to submit comments on the collection ofing’s shareholder or shareholders
information and the accuracy of the(Distributee(s)). However, section
T.D. 8682 estimated burden, and suggestions f@67(e)(1) provides that, in the case of

reducing this burden, please refer to thany distribution described in section 355
preamble to *** REG-209827-96, (or so much of section 356 as relates to
page 19, this Bulletin. section 355) by a domestic corporation
Books or records relating to a collec-to a Distributee who is not a United
tion of information must be retained asStates person (an outbound section 355
long as their contents may become madistribution), to the extent provided in
terial in the administration of any inter-regulations, gain shall be recognized
nal revenue law. Generally, tax returnsunder principles similar to the principles
AGENCY: Internal Revenue Serviceand tax return information are confiden-of section 367.
(IRS), Treasury. tial, as required by 26 U.S.C. 6103. The existing regulations under section
367(e)(1) provide different tax treatment
to Distributing in an outbound section
SUMMARY: These temporary regula- ©On January 16, 1990, temporary regu355 distribution depending upon whether
tions amend the Income Tax Regulation@t'ons under section 367(e)(1) andControlled is a foreign corporation or a
relating to the distribution of stock and367(e)(2) were published in théederal domestic corporation. If Controlled is a
securities under section 355 of the InterRegister (55 FR 1406 [TD 8280, foreign corporation, an outbound section
nal Revenue Code of 1986 by a domesl990-1 C.B. 80]). A cross-referenced355 distribution by Distributing is tax-
tic corporation to a person that is not a{\lotit_:e of Proposed Rulemaking wasable, with no exceptions. If Controlled is
United States person. These regulationidublished on that same date (55 FRx domestic corporation, however, the
are necessary to imp'ement Sectioﬁ.472 [IA—012—90, 1990-1 C.B. 678])eXISt|ng regulations pl‘OVide that the dis-
367(e)(1) as added by the Tax Reformfhese regulations were proposed taribution is taxable, but permit three
Act of 1986. The text of these regu|a_|mp|ement section 367(9) of the |ntemabxceptions: (l) a FIRPTA exception in
tions also serves as the text of ***Revenue Code of 1986 (Code), as reeases where both Distributing and Con-
REG-209827-96, page 19, this BulletinVised by sections 631(d)(1) and 1810(gjrolled are U.S. real property holding
~of the Tax Reform Act of 1986 (100 corporations (as defined in section
EFFECTIVE DATE: These regulationsStat. 2085, 2272, Public Law 99-514897(c)(2)) at the time of the distribution,
are effective September 13, 1996. [1986-3 C.B. (Vol. 1) 1, 189, 745]). On (i) a publicly traded exception in certain
_ January 15, 1993, final regulations uncases where Distributing is publicly
‘IESCI?TF%EF;ELR !II_\IreFtiOaE’\/g?—r(l%Nz)ngg_ der section 367_(e)(1) were published irtradeq ir_l thg United S__t_ates at the time _of
3860 (not a toll-free number) the Federal Register. the distribution, and (iii) a gain recogni-
' tion agreement (GRA) exception de-

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Treatment of Section 355
Distributions By U.S. Corporations
to Foreign Persons

ACTION: Temporary regulations. Background

Need for Temporary Regulations

SUPPLEMENTARY INFORMATION: .~ scribed in detail below. _ _
Under the current regulations, in cer- The new temporary regulations retain
Paperwork Reduction Act tain circumstances the gain recognitionhe general framework of the existing

. o exception may be dependent on theegulations by permitting no exceptions
These regulations are being issuegorm rather than the substance of an the case of an outbound section 355

without prior notice and public proce-taxpayer's transaction. As a result, cergistribution of foreign stock and the
dure pursuant to the Administrative Protain taxpayers may be subject to strickame three exceptions in the case of an
cedure Act (5 U.S.C. 553). For thisrestrictions under this exception, whilegutbound section 355 distribution of
reason, the collection of informationother taxpayers arguably may avoid thelomestic stock. However, the new tem-
contained in these reQUIationS has beeﬁéstrictions by Structuring their tl’anS&C-porary regu|a’[ion5 Substantia”y m0d|fy
reviewed and, pending receipt andions in a different fashion (even thoughthe GRA exception.
evaluation of public comments, ap-the substance of the transactions is simi- The temporary regulations retain
proved by the Office of Managementiar). Based on these considerations, it isany of the provisions from the existing
and Budget under control number 1545determined that immediate regulatoryeqylations. However, the IRS and Trea-
1487. Responses to this collection oguidance will ensure the efficient ad'sury have decided to reissue all of the
information are required in order for aministration of the tax laws and that itregulations under section 367(e)(1) as
U.S. corporation that distributes domeswould be impracticable and contrary totemporary regulations to obtain a uni-
tic stock or securities to a foreignthe public interest to issue this Treasuryom set of regulations
personlto |qua|fify for an exce%ticén ;0 tEedecision with prior notice under section '
general rule of taxation provided by thes53(b). , - i
regulations under section 367(e)(1). (®) ) . I(;E(;Ansexceptmn under the existing regu
An agency may not conduct or sponEXPlanation of Provisions
sor, and a person is not required to Section 355 provides that, if certain The GRA exception in the existing
respond to, a collection of informationrequirements are met, a distributing corregulations contains a number of spe-
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cific requirements, all of which must besale of up to 20 percent of the stock othough its percentage ownership interest
satisfied for the distributing corporationNewco, or (i) Newco’s sale of up to 20in Distributing increases as a result of
to defer taxation under the exceptionpercent of the stock of Distributingthe distribution), it is arguably not a
In general, if Distributee is a residentwould result in a corresponding triggerDistributee with respect to the Distribut-
of a country that has an income taxof the deferred gain. The issuance ofng stock. As a result, because the
treaty with the United States and meetsew stock by Newco or Distributing of taxpayer structures the transaction in
certain other requirements, Distributingup to 20 percent to unrelated personghis manner (rather than a section 355
can defer its gain by entering into ahowever, would not result in any triggerdistribution followed by a section 351
GRA. Under the GRA, if a (foreign) of the GRA. If, however, Newco (or exchange as in the first hypothetical), if
Distributee sells all or a portion of the Distributing) issued more than 20 per-the steps of the transaction are respected
stock of either Distributing or Con- cent of its stock to unrelated persons (o@nd in the absence of the application of
trolled within 60 months after the closeany other nonrecognition transaction reother sections of the Code, Distributing
of the taxable year in which the distri-duced Distributee’s indirect interest incould take the position that there are no
bution occurs, Distributing agrees toDistributing to below 80 percent as arestrictions in the existing regulations
amend its return and include the deresult of a nonrecognition transaction)with respect to (i) the sale by FP of

ferred gain in income based upon thehe entire gain would be triggered. Newco stock, or (ii) the sale by Newco
proportion of the stock that is sold by of Distributing stock.

Distributee. Thus, for example, if Reasons for change/overview of tempo- To remedy this potential disparity in
Distributee sells 10 percent of its stockary regulations treatment between pro rata and non pro
of Distributing or Controlled, Distribut- rata distributions, the temporary regula-

ing is required to amend its return to The treatment of non pro rata outtions expand the definition of
include 10 percent of the deferred gainbound section 355 distributions is notDistributee in the GRA exception (re-
There is no special rule (i.e., no fulladequately addressed in the existingerred to as Foreign Distributee under
trigger of the deferred gain) if Dis- regulations. For example, assume that such exception) to include all persons
tributee sells a substantial amount of it§oreign parent (FP) owns all of the stockthat were shareholders of Distributing
stock of either company. In addition,of Distributing, a domestic corporation,immediately prior to the distribution.
there is no special rule that triggers gaiwhich, in turn, owns all of the stock of Thus, for example, in the second hypo-
in the case of a nonrecognition transacControlled, also a domestic corporationthetical above, Newco and FP would
tion (such as the issuance of additionaf\ssume that the distribution of Con-poth be Foreign Distributees. Provided
stock by either Distributing or Con- trolled by Distributing to FP qualifies that nonrecognition treatment is claimed
trolled to third parties through a publicfor the GRA exception. If FP thenunder the GRA exception with respect
offering) that results in a substantialcontributes all of the stock of Distribut-to Newco and FP (referred to as Quali-
reduction of the percentage of stockNg to a newly-formed foreign corpora-fied Foreign Distributees in the case of
owned by Distributee(s). tion (Newco), the successor rules would=oreign Distributees for which nonrec-
The existing regulations generallyapply, and FP would be required topgnition may be claimed), the GRA
provide that the GRA will not be trig- maintain a direct or indirect 80 percentwould be triggered by either (i) the sale
gered if Distributee transfers the stocknterest in Distributing. by FP of Newco stock, or (ii) the sale
of either Distributing or Controlled in  The outcome under the existing reguby Newco of Distributing stock.
certain nonrecognition transactions (perkations arguably is substantially differ- Second, even in the case of pro rata
mitted transactions). The transfer of theent, however, if the corporations strucdistributions, the IRS and Treasury be-
stock of either company in a (second}ured the distribution as a non pro ratdieve that the results obtained under the
section 355 distribution, however, is notdistribution. For example, assume thaexisting regulations are too dependent
permitted. FP first forms Newco and transfers toupon the form of the transaction. This is
In the case of a permitted transactionNewco a percentage of the Distributingprincipally because taxpayers could be
the existing regulations provide speciabktock (the percentage equal to the valusubject to the stricter successor-in-
successor-in-interest rules under whiclef Distributing (without the Controlled interest rules if their transactions were
the deferred gain generally will be tax-stock) divided by the combined value ofstructured in a particular way, but might
able unless Distributee maintains a diDistributing and Controlled) in an ex- be subject to the more liberal distributee
rect or indirect 80 percent interest in thechange under section 351. Distributingules if the order of the steps of the
stock of Distributing and Controlled thatthen distributes the stock of Controlledparticular transaction are reversed.
it owned immediately after the distribu-to FP in exchange for FP’s stock of In the preamble to the existing regula-
tion. For example, if Distributing dis- Distributing (a non pro rata section 355tions, the IRS and Treasury stated that
tributed the stock of Controlled in andistribution). After the distribution, FP the successor-in-interest rules were “de-
outbound section 355 distribution thatowns all of the stock of Controlled andsigned to provide taxpayers with flex-
gualified for the GRA exception and,all of the stock of Newco; Newco ownsibility to restructure their operations,
within the term of the GRA, Distributee all of the stock of Distributing. Under without imposing undue administrative
then contributed the stock of Distribut-the existing regulations, FP is aburdens on the Service.” The IRS solic-
ing to a new company (Newco) in aDistributee. However, because FP haied taxpayer comments on the scope of
section 351 exchange and received 1000 direct interest in Distributing afterthese rules. A number of commentators
percent of Newco, the successor-inthe distribution, the regulations effec-have stated that the rules are overly
interest rules apply. Thus, Distributeetively treat FP as a Distributee only withrestrictive.
generally would be required to maintainrespect to Controlled. Moreover, because The temporary regulations harmonize
an 80 percent indirect interest in Distrib-Newco does not actually receive stockhe treatment of the distributee and
uting. Under these rules, (i) Distributee’sof Controlled in the distribution (even successor-in-interest rules in order to
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minimize the importance of the form of stock of Distributing or Controlled im- U.S. transferor later sells the stock of
a particular transaction. In addition, asnediately after the distribution will also the transferee foreign corporation.
discussed below, the temporary regulabe considered Foreign Distributees. Finally, the IRS and Treasury believe
tions liberalize the strict successor rule§hus, for example, if F1, a foreignthat section 367(e)(1) distributions
by replacing the 80-percent thresholctorporation, transfers the stock of USIishould be subject to some form of
(computed on an individual Distributeeto F2 in exchange for all of the stock ofsection 6038B reporting, as are transfers
basis) with a 50-percent threshold (comF2 in a section 351 exchange anddescribed under sections 367(a) and
puted with reference to all Qualified within two years after the transfer, US1367(d). Thus, the temporary regulations
Foreign Distributees as a group). distributes all of the stock of US2, itsextend limited section 6038B reporting
The temporary regulations follow thewholly owned subsidiary, to F2 in ato section 367(e)(1) transactions. The
existing regulations by providing that asection 355 exchange, F1 is also treategporting requirements under section
sale by a Qualified Foreign Distributeeas a Foreign Distributee under this rule6038B will be deemed satisfied in the
of the stock of either Controlled or (F1 would have been treated as a Forase of a taxpayer that qualifies for one
Distributing triggers gain in the sameeign Distributee without the operation ofof the three exceptions to taxation under
proportion as the percentage of stockhis rule if the section 355 distributionthe regulations if the taxpayer complies
that is sold. However, the temporaryoccurred prior to the section 351 ex-with the applicable reporting require-
regulations provide that a sale by Qualichange.) ments relating to the relevant exception.
fied Foreign Distributee(s) of either Dis- The IRS and the Treasury also believéhis change is also intended to extend
tributing or Controlled that results inthat certain procedural aspects of th¢he statute of limitations under section
a substantial transformation results iIfGRA exception need modification. The6501(c)(8) in cases where distributing
a trigger of the full amount of the temporary regulations enhance reportingorporations do not properly report their
deferred gain. A substantial transformaand security requirements, extend theutbound section 355 distributions.
tion is defined as a greater than 50term of the GRA from 5 to 10 years, Separately, the temporary regulations
percent (direct or indirect) reduction, onand delete other requirements that arprovide new notice and reporting rules
an aggregate basis, in either the totabelieved to be unnecessary in light ofn cases where Distributing qualifies for
voting power or the total value of thethe modifications herein. either the FIRPTA or publicly traded
stock of Controlled or Distributing held To address the security concerns oéxception.
by Qualified Foreign Distributee(s) im-the IRS resulting from the liberalization
mediately after the distribution. The newof the successor-in-interest rules and th8pecific changes to GRA exception in
temporary regulations also provide thaexpansion of permissible post-distributemporary regulations
a nonrecognition transaction that result§on nonrecognition transactions to in- - .
in a substantial transformation (such aslude section 355 distributions, the aséxggetiz?‘ecggc ;(rar(\q:rﬁgjen;eogtsh?oﬁom'
the issuance of stock by Distributing orsets of Distributing are more closely ption, ' ’
Controlled in a_public offering) gener- r_nonitored to _insure that such COrporaga) Ten or fewer qualified foreign
ally causes a trigger of the full amounttion has sufficient funds to pay a poten-jistributees
of the deferred gain. No gain will be tial tax on the deferred gain. In addition,
triggered if a nonrecognition transactionControlled must agree to be secondarily The existing regulations provide that
does not result in a substantial transforkiable (after Distributing) for the tax on Distributing is permitted to claim non-
mation. the deferred gain. recognition with respect to 10 or fewer
The temporary regulations also ex- Moreover, the new temporary regulaindividual or corporate foreign distri-
pand the types of post-distribution nontions extend the term of the GRA frombutees. A ruling is required in the case
recognition transactions that are permits to 10 years in order to conform theof a foreign distributee that holds its
ted transactions to include section 35%RA term under section 367(e)(1) to thenterest in Distributing through a part-
distributions. A post-distribution sectionGRA term under section 367(a). Undemership, trust, or estate (whether foreign
355 transaction may qualify for nonrec-section 367(a), the GRA term in theor domestic). This requirement is un-
ognition treatment if the foreign case of outbound stock transfers is 1@hanged in the temporary regulations.
distributee (referred to as a Substitut¢ears when U.S. transferors own at least ) _
Distributee) that receives stock of Dis-50 percent of the stock of a foreign(B) Active trade or business
tributing and/or Controlled qualifies as atransferee company. See § 1.367(a)- . ; -
Qualified Foreign Distributee. In such3T(c)(3) and Notice 87-85 (1987—2-f gh? _(;Xltstmg re%ulaylons prowdtt_a the-ltt’
case, the Substitute Distributee will re-C.B. 395). The IRS and Treasury pe! DISHIOUIEE 1S a foreign corporation, |
. - LT -~ must be engaged in an active trade or
place the initial Qualified Foreign lieve that the GRA term under section | ciness. This. requi ;
S . quirement is removed
Distributee as the person whose owner367(e)(1) should be no less than th(?n the temporary regulations
ship interest is considered for purposeterm under section 367(a) when U.S. '
of determining Whether_ a disposition ortransferors control the transferee l?e'gc) Value of distributing
substantial transformation has occurredause, once the GRA under sectio
(on a cumulative, aggregate basis) witl867(e)(1) expires, the sale of Distribut- The existing regulations provide that,
respect to such stock. ing or Controlled stock by a Qualified immediately after the distribution, the
In addition, the temporary regulationsForeign Distributee likely will not be value of Distributing must be at least
provide that foreign persons that ownedubject to Federal income taxation. Irequal to the value of the distributed
stock or securities of Distributing within contrast, under section 367(a), even i§tock and securities. This requirement is
two years prior to the distribution andthe GRA lapses, an amount approximatwaived by the existing regulations if
that own (directly, indirectly, or con- ing the deferred gain likely will be Distributing and Controlled are members
structively) 50 percent or more of thesubject to Federal income taxation if theof the same consolidated group at the
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time of the distribution. This require- temporary regulations, Controlled alsdPart 1—INCOME TAXES
ment is revised in the temporary regulamust provide an annual statement to
tions to provide that the value of Dis- Distributing, containing information re-
tributing (the value of its assets less algarding whether any of its Qualified

of its liabilities) must be at least equalForeign Distributees have disposed o
to the amount of the deferred gain on alfhejr stock in Controlled during the ¢

testing dates during the GRA period, ollows: .

(Alternatively, Distributing may satisfy relevant taxable year. AUth,O”ty: 26 U.S.C. 7805,***

this test using the adjusted basis of itgpecial Analyses Section 1.367(e)—1*'I; flso issued under
assets instead of fair market value.) A 26 US.C. 367(9)_(1)

testing date is the last day of each It has been determined that this tem- Par. 2. Sections 1.367(e)-0 and
taxable year of Distributing and any dayporary regulation is not a significant1-367(€)-1 are removed.

in which Distributing distributes money regu|at0|’y action as defined in EO Par. 3. Sections 1367(6)—0T and
or property to its shareholders (regard12866. Therefore, a regulatory assesse30/(€)-1T are added to read as fol-
less of whether such distribution iSment is not required. It is hereby certi- ows:

treated as a dividend). The waiver in thgjeq that this regulation does not have & 1.367(e)-0T Treatment of section 355
ontrolle are members of the sam%er of small entities. This certification is foreign persons; table of contents.

consolidated group is eliminated in thebased on the fact that the number of
temporary regulations. corporations that distribute stock or se- This section lists captioned para-

curities to foreign persons in transac9raphs contained in § 1.367(e)-1T.

tions that qualify under section 355, andE .
The existina requlations provide that . . 1.367(e)-1T Treatment of section 355
g reg p 'thus become subject to the collection ofji v tions by U.S. corporations o

all Distributees are required to be resi+ i i i i

dents of a country that maintains_al?;gg’n?stlogstﬁgzan?g ;)ne tgﬁliezgeogugi;foragn persons.

comprehensive income tax treaty W'tg/ear. Moreover, because these regula- (@) Purpose and scope.

the United States that contains an exg,.o i primarily affect large multina-  (b) Recognition of gain required.

change of information provision. This ;. corporations with foreign share- (1) In general.

requirement is not changed in the temholders, it is estimated that out of the (2) Computation of gain of the dis-

porary regulations. 260 annual transactions subject to retributing corporation.

(E) Continuity of interest rule porting, very few, if any, will involve  (3) Treatment of foreign distributee.

o , _ small entities. Therefore, the regulations (4) Nonapplication of section 367(a)

The existing regulations provide thatyg not significantly alter the reporting or principles that provide for exceptions to

the Distributee is reqwred_ to continue tecordkeeping duties of small entitiesgain recognition.

own, for a 60-month period, all of the Thys 3 Regulatory Flexibility Analysis (5) Partnerships, trusts, and estates.

stock of Distributing and Controlled thatynder the Regulatory Flexibility Act (5 (i) In general.

it owns at the time of the distribution. y 5 .c. chapter 6) is not required. Pursu- (ji) Written statement.

Th|_s requirement is maintained, but thegnt 1o section 7805(f) of the Internal (6) Anti-abuse rule.

period is increased to 120 months. Revenue Code, a copy of these tempo- (c) Nonrecognition of gain.

rary regulations will be submitted to the (1) Distribution by a U.S. real prop-

Chief Counsel for Advocacy of theerty holding corporation of stock in a

Small Business Administration for com-second U.S. real property holding corpo-

The existing regulations provide thatment on their impact on small businessgation.

Paragraph 1. The authority citation for
part 1 is amended by removing the entry
Faor section 1.367(e)-1 and adding an

ntry in numerical order to read as

(D) Treaty residence

(F) Distributing must remain in
existence

Distributing cannot go out of exis}tence _ _ (2) Distribution by a publicly traded
pursuant to the distribution. This re-Drafting Information corporation.
quirement is maintained in the tempo- (i) Conditions for nonrecognition.

; The_ pgir?.fipi' $uth_ork 01; tResgﬁ_regul?— (i) Recognition of gain if foreign
tions is Philip L. Tretiak of the Office of  \" o
(G) GRA Associate Chief Counsel (International)id's'trIbUtee gwns 5 percent of distribut-
o . . within the Office of Chief Counsel, IRS. Mg corporation. .
'Th.e e.X|st|'ng regl_JIatlons prowd.e thatHowever' other personne| from the IRS (!“) R_eportln_g reqUIrements.
Distributing is required to enter into aand Treasury Department participated in (V) Timely filed return.

rary regulations.

5-year GRA and receive annual certifi-their development. (V) Relation to other nonrecognition
cations from Distributees, stating that provisions.

they continue to own the stock that they26 CFR Part 602 (3) Distribution of certain domestic
held immediately after the distribution. . . . stock to 10 or fewer qualified foreign
The temporary regulations increase the Reporting and recordkeeping requiregistriputees.

GRA term to 10 years. ments. (i) In general.

(H) Annual certifications ﬁgﬁstion of Amendments to the Regula- E::I)) i;?gg:gg;’t ftoor rneocr;;erﬁcz)gmgg?n"
The existing regulations provide that (iv) Waiver of period of limitation.
Distributees must provide their certifica- Accordingly, 26 CFR parts 1 and 602 (v) Annual certifications and other

tions directly to Distributing. Under the are amended as follows: reporting requirements.
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(vi) Special rule for nonrecognition (ii) In the case of stock or securities (5) Partnerships, trusts, and estates

transactions. owned through a partnership, trust, ofi) In general. For purposes of this
(vii) Recognition of gain. estate, see paragraph (b)(5) of this sesection, stock or securities owned by or
(viii) Failure to comply. tion. for a partnership (whether foreign or
' (2) Computation of gain of the dis- domestic) shall be considered to be

(d) Other consequences. tributing corporation. The gain recog- owned proportionately by its partners. In

(1) Exchange under section 897(e)(1)nized by the distributing corporationapplying this principle, the proportionate
(2) Dividend treatment under sectionunder paragraph (b)(1) of this sectiorshare of the stock or securities of the
1248. shall be equal to the excess of the faidistributing corporation considered to be
market value of the stock or securitiesowned by a partner of the partnership at
istributed to persons who are not qualithe time of the distribution shall equal
) , ied U.S. persons (determined as of théhe partner’s distributive share of gain
(4) Reporting under section 6038B.time of the distribution) over the distrib- that would be realized by the partner-
(e) Examples. uting corporation’s adjusted basis in theship from a sale of stock of the distrib-
(f) Effective date. stock or securities distributed to suchuting corporation immediately before the
distributees. For purposes of the preceddistribution (without regard to whether,
§ 1.367(e)-1T Treatment of section 35%9 sentence, the distributing corporaunder the particular facts, any gain
distributions by U.S. corporations to tion’s adjusted basis in each unit of eactwould actually be realized on the sale
foreign persons (temporary). class of stock or securities distributed tdor U.S. tax purposes), determined under
a distributee shall be equal to the disthe rules and principles of sections 701
(a) Purpose and scopeThis section tributing corporation’s total adjusted ba-through 761 and the regulations thereun-
provides rules concerning the recognisis in all of the units of the respectiveder. For purposes of this section, stock
tion of gain by a domestic corporationclass of stock or securities owned immeer securities owned by or for a trust or
on a distribution that qualifies for non- diately before the distribution, dividedestate (whether foreign or domestic)
recognition under section 355 of stockY the total number of units of the classshall be considered to be owned propor-
or securities of a domestic or foreignOf ISt%Ckf or ﬁecg_ritie_zs (_)wned immedi-tionatv(ajly by the_ persorrl]s th|>( would bg
; ; tely before the distribution. treated as owning such stock or securi-
E?rs?o;ae't:ggnjtopgra%?;spohn (E\;hgf Itshigoéefl (3_) Treatment qf distribqtee.lf the ties undgr sectior)s 318(a)(2)(A) anq (B).
tion states as a general rule that gaiHlstrlbu_tl_on otherwise qu_allﬂes for non-1In applylng section 318(a)(2)(B), if a
recognition is required on the distriby-€cognition under section 355, eacftrust includes interests that are not
tion. Paragraph (c) of this section pro_d|str|.butee shall be copgde_red to havactuanally asce_rtamaple and a _pr|nC|paI
vides exceptions to the gain recognitio _ece|ved _stpck or securities in a d|str|bupurpose o'f the |ncIuS|on_ of the interests
rule for certain distributions of stock or 4on _quallfymg for nonrecognition L_md(_er is the_av0|dance of section 3_67(e)(l), all
securities of a domestic corporation.secnon 355, even though the d_|str|but|ngsuch interests s_hall be considered to be
Paragraph (d) of this section refers t orporation may recognize gain on theowned by .fore|gn persons. In a case
other consequences of distributions gedistribution under this section. Thus, thewhere an interest holder in a partner-
scribed in this section. Paragraph () o |str|butee_ shall not be_ conS|de_red t_cshlp, trust, or estate tha@ owns _stock of
this section provides examples of thes ave received a d|str|but|9n qlescr_|bed inhe dlstrlbutlng corporation is itself a
rules. Finally, paragraph (f) of this sec.Section 301 or a d[strlbuthn in an pa}rtnersh|p, trust, or estate, th(_a rglgs of
tion specifieé the effective date of thisexchange despnbed in section 302(bt)h|s paragraph '(b)(5) apply to |nd|V|du-
section upon the receipt of the stock or securlgls_ or corporations that own (o_llrect or
' . . . ties of the controlled corporation. Exceptindirect) interests in the upper-tier part-
(b) Recognition of gain requiree(1) \here section 897(e)(1) and the regulanership, trust or estate.
In general. (i) If a domestic corporation tiong thereunder cause gain to be recog- (i) Written statementlf, prior to the
(distributing corporation) makes a distri-pj e by the distributee, the basis of thelate on which the distributing corpora-
bution that qualifies for nonrecognition yigtihyted domestic or foreign corporation must file its income tax return for
under section 355 of stock or securitiegio siock in the hands of the foreignthe year of the distribution, the corpora-
of a domestic or foreign corporationyisyrihytee shall be the basis of theion obtains a written statement, signed

(controlled corporation) to a person WhQgigyribyted stock determined under secander penalties of perjury by an interest
is not a qualified U.S. person, then,g

(3) Distribution of stock of a passive
foreign investment company. [Reserved

. ; ion 358 without any increase for anyholder in a partnership, trust, or estate
except as provided in paragraph (C) ofain recognized by the domestic corpothat receives a distribution described in
this section, the distributing corporation aiion on the distribution. paragraph (b)(1) of this section from the
shall recognize gain (but not l0ss) on - 4) Nonapplication of section 367(a) corporation, which statement certifies
the distribution under section 367(e)(1)principles that provide for exceptions tothat the interest holder is a qualified
No gain is required to be recogmze(gain recognition. Paragraph (b)(1) of U.S. person (as defined in paragraph
“.“d‘?r t.h'S section .V.V'th respect 10 s section requires recognition of gain(b)(1)(i) of this section), no liability
distribution to a qualified U.S. person of ywithstanding the application of anyshall be imposed under paragraph (b)(1)
stock or securities that qualifies forgincinies contained in section 367(a) oof this section with respect to the distri-
nonrecognition under section 355. FOgpe regulations thereunder. The only exbution to the partnership, trust, or estate
purposes of this section, a qualified U.Scentions to paragraph (b)(1) of thisto the extent of the interest holder’s

person IS— section are contained in paragraph (c) ahterest in the partnership, trust, or es-
(A) A citizen or resident of the this section. None of these exceptionsate, unless the distributing corporation
United States; and applies to distributions of stock or secuknows or has reason to know that the
(B) A domestic corporation. rities of a foreign corporation. statement is false, or it is subsequently
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determined that the interest holder, ir897(c)(2)). For the treatment of the (B) The distributing corporation satis-
fact, was not a qualified U.S. person atlistribution under section 897, see secfies the reporting requirements contained
the time of the distribution. The written tion 897(e)(l) and the regulations therein paragraph (c)(2)(iii) of this section.
statement must set forth the amount ofinder. (i) Recognition of gain if distributee
the interest holder’s proportionate inter- (i) The distributing corporation at- owns 5 percent of distributing corpora-
est in the partnership, trust, or estate tion. If, at the time of the distribution,

determined under paragraph (b)(5)(i) o a)(zhreeiut% |¥2rt|$gl3{;)|(lggleFec(jezrrailn|nvt\:lgirgﬁthe distributing corporation knows or
this section and must set forth the y

S . as reason to know that any distributee
amount of such entity's proportionatethe distribution occurs a statement t|tled1

» . X who is not a qualified U.S. person (as
interest in the distributing and controlled _Sect|on 357(_e)(1_) — Reporting of Sec—d

corporation, as well as the interest holglion 355 D|str|but|on by L,‘,"S'. Real Prc)p'section) owns, directly, indirectly, or
er's name, taxpayer identification num-8y Holding Corporation”, signed under ¢onqiryctively (using the rules of sec-
ber, home address (in the case of aRénalties of perjury by an officer of theiiong 897(c)(3) and (c)(6)(C), but subject
individual) or office address and placecorporation, disclosing the following in- o the rules of paragraph (b)(5) of this
of incorporation (in the case of a corpoformation— section), more than 5 percent (by value)
ration). The written statement must be (A) A statement that the distribution of a class of stock or securities of the
retained by the distributing corporationis one to which paragraph (c)(1) of thisdistributing corporation with respect to
with its books and records for a periodsection applies; and which the stock or securities of the
of three calendar years foIIovv_mg t_he (B) A description of the transaction controlled corporation is dlstrlbut_ed _(a
close of the last calendar year in which, \which one U.S. real property h0|ding5—percent shareholder), the distributing

tmhgn::orporatmn relied upon the Stateborporation distributes the stock of an.corporation will qualify for nonrecogni-

(6) Anti-abuse rule. If a domestic other U.S. real property holding corpo-tion under paragraph (c)(2)() of this

. X . L ration in a transaction that is described€ction it W'th.reSpeCt to such 5-percent
corporation is directly or indirectly under section 355 shareholder, either—

formed or availed of by one or more™ . (A) The distribution qualifies for
foreign persons to hold the stock of a (i) For purposes of this paragraphyqnrecognition under paragraph (c)(3) of
second domestic corporation for a prin{C)(1), an income tax return (includingnis section; or

cipal purpose of avoiding the applicationd” @mended retumn) will be considered a () The distributing corporation rec-
of section 367(e)(1) and the requireliMely filed Federal income tax retum if oynizes gain (but not loss) on the distri-
ments of this section, any distribution ofit IS filed prior to the time that the p ion under paragraph (b) of this sec-
stock or securities to which section 355Ntermnal Revenue Service discovers thafy,

applies by such second domestic corpdl€ reporting requirements of this para- (i) Reporting RequirementsTo
ration shall be treated for Federal in-9raph have not been satisfied. qualify for nonrecognition treatment un-
come tax purposes as a distribution to (2) Distribution by a publicly traded der paragraph (c)(2)()) of this section,
such foreign person or persons, followed@orporation— (i) Conditions for nonrec- the distributing corporation must attach
by a transfer of the stock or securities td®gnition. Except as provided by para-to its timely filed Federal income tax
the first domestic corporation. Thegdraph (c)(2)(ii) of this section, gain shallreturn, for the taxable year in which the
qualification of the distribution to the not be recognized under paragraph (Bjistribution occurs a statement titled
foreign person for an exception to theof this section by a domestic corporation'section 367(e)(1) — Reporting of Sec-
general gain recognition rule of para-making a distribution that qualifies for tion 355 Distribution by U.S. Publicly
graph (b)(1) of this section, and thenhonrecognition under section 355 offraded Corporation to Foreign Persons,”
consequences of the transfer to the firsitock or securities of a domestic consigned under penalties of perjury by an
domestic corporation under this sectiontrolled corporation to a person who isofficer of the corporation, disclosing the
shall be determined in accordance witiiot a qualified U.S. person (as definedollowing information:

efined in paragraph (b)(1)(i) of this

all of the facts and circumstances. in paragraph (b)(1)(i) of this section) if (A) A statement that the distribution
(c) Nonrecognition of gain-(1) Dis- both of the following conditions are js one to which paragraph (c)(2) of this
tribution by a U.S. real property holding satisfied: section applies.

corporation of stock in a second U.S. (A) Stock of the domestic controlled (B) A description of the transaction
real property holding corporationGain corporation with a value of more thanin which the distributing corporation
shall not be recognized under paragrapB0 percent of the outstanding stock othat is publicly traded on a U.S. securi-
(b) of this section by a domestic corpo-the corporation is distributed with re-ties market distributed stock or securi-
ration making a distribution that quali- spect to one or more classes of théies of a domestic controlled corpora-
fies for nonrecognition under sectionoutstanding stock of the distributing cor-tion.
355 of stock or securities of a domestigoration that are regularly traded on an (C) The U.S. securities market on
controlled corporation to a person whoestablished securities market, as definedhich the stock of the distributing cor-
is not a qualified U.S. person (as dein § 1.897-1(m)(1) and (3), located inporation is publicly traded.
fined in paragraph (b)(1)(i) of this sec-the United States. Stock is considered to (D) A statement that, at the time of
tion) if the conditions specified in para-be regularly traded if it is regularly the distribution, either—
graphs (c)(1)(i) and (ii) of this section quoted by brokers or dealers making a (1) The distributing corporation does
are both satisfied: market in such interests. A broker omot know or have reason to know that
(i) Immediately after the distribution, dealer is considered to make a markedny distributee who is not a qualified
both the distributing and controlled cor-only if the broker or dealer holds him-U.S. shareholder (as defined in para-
porations are U.S. real property holdingself out to buy or sell interests in thegraph (b)(1)()) of this section) is a
corporations (as defined in sectionstock at the quoted price. 5-percent shareholder; or
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(2) The distributing corporation (1) Owned stock or securities of the (A) If more than ten foreign
knows or has reason to know that onelistributing corporation immediately distributees, at any time during the en-
or more distributees who are not qualiprior to the distribution; tire term of the gain recognition agree-
fied U.S. persons are 5-percent share- (2) owned stock or securities of thement, are eligible to be qualified foreign
holders, and, that with respect to eachjstributing corporation within two years distributees, the distributing corporation
such 5-percent shareholder, either—yior to the distribution and directly, Shall designate the foreign distributees

(i) Gain will not be recognized be-indirectly, or constructively (using the tO be considered qualified foreign
cause the requirements of paragrapfules of section 318) owns 50 percent offistributees for which nonrecognition is
(c)(3) of this section are satisfied; ormore of either the total voting power orclaimed under this paragraph (c)(3).

(i) Gain (but not loss) will be recog- the total value of the stock of the (B) Immediately after the distribution
nized in accordance with paragraph (bylistributing or controlled corporation @nd on each testing date beginning after
of this section. immediately after the distribution; or the distribution and during the period

(iv) Timely filed return.For purposes (3) Is a transferee or substitutetgat tht? da_greement tﬁ re%ogplzef %{:un
of this paragraph (c)(2), an income taxdistributee, as defined in paragrapk( e?cn edin parf}':lgrtapth (eX( ?("') Of tthls
return (including an amended return)c)(3)(vi)(C) or (D) of this section. Zies(;rligz)tir:s égreoreaﬁién (?havtailsjetr?e fai?
will be considered a timely filed Federal (C) For purposes of this section, exna et va?ue o?the assets of the distrib-
income tax return if it was receivedcept as provided by paragraphing corporation, less all liabilities of
prior to the time that the Internal Rev-(c)(3)(i)(D) of this section, the term 9 P '

- . . the distributi ti t -
enue Service discovers that the reportingualified foreign distributeds a foreign ce?ad tlﬁe“ alrjnlggmcgfr%(;rii |t(;]r:i)t trr?:sdisﬁ)i(b-
requirements of this paragraph (c)(2Mistributee that, during the entire perioqiing corporation realized, but did not

have not been satisfied. for which the agreement to recogniz&ecognize (on or after the distribution)
(v) Relation to other nonrecognition gain (described in paragraph (c)(3)(iii) nder this paragraph (c)(3), as a conse-
provisions. If the distribution of the of this section) is in effect with respectquence of the distribution ’vvith respect
stock and securities of the controlledo the distributee, is either an individualto qualified foreign distributees. This
corporation also qualifies for nonrecog-or a corporation (as defined in SeCtiO’}equirement will be deemed satisfied for
nition under paragraph (c)(1) of this7701(a)(3)), resident of a foreign COUN-yny testing date upon which the adjusted
section, the distributing corporation shalkry that maintains a comprehensive iny5sis of the distributing corporation’s
be entitled to nonrecognition under paracome tax treaty with the United States,qqets less all liabilities of the distribut-
graph (c)(1) of this section and not thiswhich contains an information exchange;ng co,rporation, exceeds the amount of

paragraph (c)(2). provision. However, no more than teNye deferred gain. A testing date is—
(3) Distribution of certain domestic foreign distributees in total may be (1) The |ast day of any taxable year
stock to 10 or fewer qualified foreigncurrent or former qualified foreign o the gistributing corporation during
distributees—(i) In general. (A) Gain distributees (including any transferee ofnich the agreement to recognize gain
shall not be recognized under paragrapBubstitute distr_ibutees as defineq in pargg i effect: and
(b) of this section by a domestic corpo-graph (c)(3)(vi)(C) or (D) of this sec- 5y any date upon which the distrib-
ration making a distribution that quali-tion) during the entire term of the gainying corporation distributes property to
fies for nonrecognition under section'écognition agreement. See, howevefis ghareholders under section 301(a).
355 of stock or securities of a domestigaragraph (c)(3)(vi)(G) of this section At all times until the close of the
controlled corporation with respect to afor special rules applicable to substitute, 55.month period following the end of
foreign distributee (defined in paragraptflistributees. the taxable year of the distributing cor-
(©)(3)()(B) of this section) that is a (D) Unless the distributing corpora-poration in which the distribution was
qualified foreign distributee (defined intion obtains a ruling from the Internalmade, except under the circumstances
paragraph (c)(3)(i)(C) of this section),Revenue Service to the contrary, n@&nd subject to the consequences pre-
provided that each of the conditionsforeign distributee shall be treated as &cribed in paragraphs (c)(3)(vi) and (vii)
contained in paragraph (c)(3)(ii) of thisqualified foreign distributee if it holds of this section, all qualified foreign
section is satisfied. If one or moreits interest in the distributing corporationdistributees must continue to own, di-
foreign distributees are not treated ashrough a partnership, trust or estaterectly or indirectly, all of the stock and
qualified foreign distributees, the distrib-characterized as such under the taxatiogecurities of the distributing and con-
uting corporation shall recognize a perdaws of the United States or any entitytrolled corporations that the qualified
centage of the gain realized on thehat is treated as fiscally transparenforeign distributee owned, directly or
distribution, equal to the percentage ofinder the taxation laws of the foreignindirectly, immediately after the distribu-
its stock owned immediately before thecountry in which it is a resident if suchtion (including any stock and securities
distribution, directly or indirectly, by country maintains a comprehensive inof the distributing or controlled corpora-
foreign distributees who are not quali-come tax treaty with the United Statesion later acquired from the distributing
fied foreign distributees. See paragraplwhich contains an information exchangeyr controlled corporation for which the

(b)(5) of this. section for rules regardingprovision. distributee has a holding period deter-
the ownership of stock held by a part- (iiy Conditions for nonrecognitionA mined under section 1223 by reference
nership, trust, or estate. distribution of stock or securities de-to the stock or securities).

(B) For purposes of this paragraphscribed in paragraph (c)(3)(i) of this (D) The distribution of stock or secu-
(c)(3), the term foreign distributeeis section to a qualified foreign distributeerities described in paragraph (c)(3)(i) of
any person who is not a qualified U.S.shall not result in the recognition ofthis section must not be a distribution
person (as defined in paragraph (b)(1)(ipain if each of the following conditions pursuant to which the distributing corpo-
of this section) if such person— is satisfied: ration goes out of existence.
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(E) The distributing corporation mustthat is a corporation for Federal incomeaxable year of the distribution and
file an agreement to recognize gain, anthx purposes under section 7701(a)(3)kending with the taxable year that in-
the controlled corporation must agree to (C) A description of the stock andcludes the close of the 120-month pe-
be secondarily liable in the event thatsecurities of the distributing and con-riod following the taxable year of the
the distributing corporation do_e_s not pa)trol_led corporations owneq. (directly. ordistributing corporation in which the
the tax due upon a recognition evenindirectly) by each qualified foreign gistribution was made. The attached
described in paragraph (c)(3)(vii) of thisdistributee, including— statements shall be signed under penal-
section. The agreement is described in (1) The number or amount of sharesjjes of perjury by an authorized officer
paragraph (c)(3)(iii) of this section and (2) The type of stock or securities;in the case of any qualified foreign
filed by the distributing corporation with ~ (3) The fair market values of the gistriputee that is a corporation for Fed-
its Federal income tax return for itsstock and securities of the controlledsrs) jncome tax purposes or by the
taxable year in which the distribution iscorporation owned (directly or indi- jngividual in the case of a qualified
made. rectly) by the qualified foreign foreign distributee that is an individual.

(F) For each of the taxable years ofistributee(s), determined immediately (H) An attached statement from the
the distributing corporation, beginningbefore and immediately after the distri-. <0104 corporation declaring that it
with the taxable year of the distributionbution; will provide to the distributing corpora-
and ending with the taxable year that (4) The distributing corporation’s ad- ., "tho "annual certifications described
includes the close of the 120-monthusted basis (immediately before the paragraph (c)(3)(v)(B) of this section
period following the end of the taxabledistribution) in the stock and securities o
year of the distributing corporation inof the controlled corporation distributed (1) An agreement by the distributing
which the distribution was made, allto the qualified foreign distributees; ~ corporation to attach to its tax returns
qualified foreign distributees and the (5) The fair market value of the dis- 1tthe .annua.ll c_ert|f|cat|ons of the qualified
controlled corporation must provide totributing corporation (fair market value oreign (_1|str|butees_ and _the controlied
the distributing corporation the annualof its assets, less all liabilities of theCOrporation described in paragraphs
certifications described in paragraptdistributing corporation) immediately af- (C)(‘?’)(V)(A) and (B) of this section,
(©)(3)(v) of this section, and the distrib-ter the distribution. Such amount musféSPectively, and to meet any other
uting corporation must file the certifica- exceed the amount of gain that thdeporting requirement in accordance
tions with its tax return. distributing corporation realized, but didWith paragraph (c)(3)(v) of this section.

(i) Agreement to recognize gain.not recognize under this paragraph (iv) Waiver of period of limitation.
The agreement to recognize gain re(c)(3), on the distribution to qualified The distributing corporation and the
quired by this paragraph (c)(3)(iii) shallforeign distributees. Alternatively, thecontrolled corporation must file, with
be prepared by or on behalf of thefair market value standard will bethe gain recognition agreement de-
distributing corporation and signed un-deemed satisfied if the adjusted basis dgicribed in paragraph (c)(3)(iii) of this
der penalties of perjury by an authorizedhe assets of the distributing corporation$ection, a waiver of the period of limita-
officer of the distributing corporation. less all liabilities of the distributing tion on the assessment of tax upon the
An authorized officer of the controlled corporation, exceeds the amount of th@ain realized on the distribution to the
corporation must also sign the agreedeferred gain. qualified foreign distributee(s). The
ment under penalties of perjury, agree- (6) For each applicable valuation, awaiver shall be executed on Form 8838,
ing to extend the statute of limitationssummary of the method (including ap-substitute form, or such other form as
and accept liability for the tax in the praisals, if any) used for determining themay be prescribed by the Commissioner
event that the distributing corporationfair market values required by this parafor this purpose and shall extend the
fails to pay the tax upon a recognitiongraph (c)(3)(iii). period for assessment of such tax to a
event. The agreement provided by the (D) The distributing corporation's date not earlier than the close of the
distributing corporation shall set forthagreement to recognize gain in accorthirteenth full year following the taxable
the following items, under the headingdance with paragraph (c)(3)(vii) of thisyear that includes the distribution. A
“GAIN RECOGNITION AGREEMENT _section. properly executed Form 8838, sgbstltute
UNDER § 1.367(e)-1T(c)(3)(iii)", with  (E) The controlled corporation’s form, or such other form authorized by
paragraphs labeled to Correspond witggreement to be Secondarily liable fOlthIS paragraph (C)(‘?’)(IV) Sha”_be deemed
such items: the distributing corporation’s tax liabil- to be consented to and signed by a

(A) A declaration that the distribution Iy Pursuant to the gain recognitionService Center Director or the Assistant
is one to which paragraph (c)(3) of thisagreement described in this paragrapfommissioner (International) for pur-
section applies. ©@)iii). . o poses of § 301.6501(c)— 1(d) of this

(B) A description of each qualified . (F) A waiver of the period of limita- chapter. I
foreign distributee, which shall includetions by both t.he dlstrlbuur]g an_d con- (V) Annual .certlflcauons and other
the qualified foreign distributee’s— trolled corporation as described in parareporting requirementsFor each of the

) graph (c)(3)(iv) of this section. taxable years of the distributing corpora-

(1) Name; (G) An attached statement from eachion, beginning with the taxable year of
(2) Address; qualified foreign distributee declaringthe distribution and ending with the
(3) Taxpayer identification number (if that the qualified foreign distributee will taxable year that includes the close of
any); and provide to the distributing corporationthe 120-month period following the end

(4) Residence and citizenship (in thethe annual certifications described inof the taxable year of the distributing
case of an individual) or place of incor-paragraph (c)(3)(v)(A) of this section forcorporation in which the distribution
poration and country of residence (in theeach of the taxable years of the distribwas made, the distributing corporation
case of a qualified foreign distributeeuting corporation, beginning with themust file with its Federal income tax
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return the annual certifications for thatliabilities of the distributing corporation the first annual certification thereafter
year described in this paragraplon all testing dates, exceeded thdiled under paragraph (c)(3)(v) of this
©)(3)(v). amount of the gain deferred as of thesection:

(A) Each current qualified foreign testing date. (1) A description of the transaction
distributee must provide to the distribut- (vi) Special rule for nonrecognition (including a statement of applicable In-
ing corporation an annual certification,transactions.(A) Gain shall not be rec- ternal Revenue Code provisions, and a
signed under penalties of perjury by arognized under paragraph (c)(3)(vii) ofdescription of stock or securities trans-
authorized officer of the qualified for- this section if the distributing or con-ferred, exchanged, or received in the
eign distributee that is a corporation oitrolled corporation is acquired by atransaction).
by the qualified foreign distributee thatsuccessor-in-interest (described in para- (2) A description of the successor-in-
is an individual (as the case may be)graph (c)(3)(vi)(B) of this section), or interest (including the name, address,
Each annual certification must identifyupon a direct or indirect disposition by ataxpayer identification number, and
the distribution with respect to which it qualified foreign distributee of stock orplace of incorporation of the successor
is given by setting forth the date and asecurities of a distributing or controlledin interest).
summary description of the distribution.corporation (or a successor-in-interest) (3) An agreement of the successor-in-
In the annual certification, the qualifiedthat is subject to a gain recognitioninterest, signed under penalties of per-
foreign distributee must declare that—agreement described in paragrapiury by an authorized officer of the

(1) The qualified foreign distributee (c)(3)(iii) of this section, if the require- successor-in-interest corporation, to suc-
continues to satisfy paragraphments of this paragraph (c)(3)(vi) areceed to all of the responsibilities and
(©)(3)()(C) of this section; and satisfied and the disposition consists ofluties of the distributing corporation or

(2) The qualified foreign distributee a transfer described in section 332, 337the controlled corporation (as the case
continues to own, directly or indirectly, 351, 354, 355, 356, or 361 that does namay be) under this paragraph (c)(3) as if
without interruption, the stock and secu+esult in a substantial transformation (ashe successor-in-interest were the dis-
rities of the distributing and controlled defined in paragraph (c)(3)(vii)(B) of tributing or controlled corporation.
corporations (except to the extent thehis section). For special rules regarding (F) Gain shall not be recognized un-
stock or securities have been disposetlansfers described in section 355, seder paragraph (c)(3)(vii) of this section
of in a transfer described in paragraptparagraph (c)(3)(vi)(G) of this section.in a transaction described in paragraph
(c)(3)(vi) of this section). (B) For purposes of this section, the(c)(3)(vi)(A) of this section in which a

(B) The controlled corporation mustterm successor- in-interestefers to any qualified foreign distributee, directly or
provide a certification to the distributing domestic corporation that acquires théndirectly, disposes of, and a transferee
corporation, signed under penalties ofssets of the distributing or controlleddistributee acquires, stock or securities
perjury by an authorized officer of thecorporation in a transaction described irof the distributing or controlled corpora-
corporation, that lists each current qualisection 381(a) to which this paragraphion (or a successor-in-interest), or an-
fied foreign distributee holding (directly (c)(3)(vi) applies. other transferee distributee, only if the
or indirectly) stock of the controlled (C) For purposes of this section, theransferee distributee is either a qualified
corporation and its direct or indirectterm transferee distributeerefers to: U.S. person or qualifies as a qualified
ownership interest in the controlled cor- (1) Any corporation whose stock orforeign distributee under this paragraph
poration at both the first day and thesecurities are exchanged for the stock dic)(3) and the following information and
last day of the taxable year for whichsecurities of the distributing or con-agreements are included with the first
the distributing corporation files its Fed-trolled corporation (or a successor-in-annual certification thereafter filed under
eral income tax return, and certifies thaénterest), or of another transfereeparagraph (c)(3)(v) of this section:
accuracy of that list. distributee, in a transaction described in (1) A description of the transaction

(C) The distributing corporation mustsection 351, 354, or sections 361 andincluding a statement of applicable In-
attach to the annual certifications de381(a)(2), to which this paragraphternal Revenue Code provisions, and a
scribed in paragraphs (c)(3)(v)(A) and(c)(3)(vi) applies. description of the stock or securities of
(B) of this section, a statement signed (2) Any corporation that acquires thethe distributing or controlled corporation
under penalties of perjury by an authoassets of any qualified foreign(or a successor-in- interest) owned, di-
rized officer of the corporation, in which distributee, transferee distributee or subrectly or indirectly, by qualified foreign
the corporation declares that, to the bedtitute distributee in a transaction dedistributees immediately after the trans-
of its knowledge, the annual certifica-scribed in section 381(a). action).
tions are true. (D) For purposes of this section, the (2) An agreement of the distributing

(D) The distributing corporation mustterm substitute distributeeefers to any corporation and the controlled corpora-
also attach to the annual certifications gerson that acquires the stock or securtion (amending the agreement described
separate statement indicating— ties of the distributing or controlled in paragraph (c)(3)(iiij) of this section),

(1) The names and addresses of eadatorporation (or a successor-in-interest)signed under penalties of perjury by an
current and each former qualified for-or of a qualified foreign distributee, in aauthorized officer of the corporation, to
eign distributee; section 355 distribution. recognize gain (in the case of the dis-

(2) The percentage of direct or indi- (E) Gain shall not be recognized un-ributing corporation) and to be second-
rect ownership that the qualified foreignder paragraph (c)(3)(vii) of this sectionarily liable (in the case of the controlled
distributees retain in the distributingin a transaction involving a transfer ofcorporation) in accordance with the pro-
corporation at year-end; and the assets of the distributing or con-isions of this paragraph (c)(3) upon the

(3) A certification that the value of trolled corporation to a successor-in-occurrence of a disposition, directly or
the distributing corporation (or the ad-interest, only if the following informa- indirectly, by the foreign transferee
justed basis of its assets), less all of thdon and agreements are included withdistributee of any stock or securities of
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the distributing or controlled corporationdistributee of any stock or securitiescontrolled corporation, directly or indi-
(or a successor-in- interest) (other than geceived by the substitute distributee irrectly, that the qualified foreign
disposition that itself satisfies the re-the transaction. distributees owned immediately after the
quirements of this paragraph (c)(3)(vi)). (3) _An a_gre_ement o_f each foreigndistribution. o
(3) An agreement of each foreignsupstltute d|sfcr|butee, S|gn¢d_u_nder pen—_(C) !r) the case of a _salle (or similar
transferee distributee, signed under per{;gltles _of perjury by the |nd|V|dan or d|spp_s|t|on), Q|rect.Iy or indirectly, by a
alties of perjury by the individual or an authorized officer of the corporation, toquallfled_f_orelgn dlstrlbut(_ae c_Jf the stock
authorized officer of the corporation tosucc_e_ed_to all of th_e responS|b|I!t|_es,0r securities of_the distributing or con-
comply with all of the responsibilitiés qual_lflcau_ons and duties of. a quahﬂedprolled corporation (or a successor-in-
qualifications and duties of a qua"ﬁe’dforelgn dl'strlbutee under this paragraphntergst) that does not result in a sub—
foreign distributee under this paragrapt(c)(g)t.w'th respect to the stock orstantial _transformatlon, th_e distributing
(©)(3), with respect to the stock or Securities of the distributing or con-corporation sh_all be required to recog-
secur}ties of the distributing or Con_trolled corporation (or a successor- innize a proportionate amount of the gain

trolled corporation (or a SUCCeSSOr- in_interest) received by such substituteealized but not recognized under this

: - o distributee. paragraph (c)(3), equal to the percentage
lﬂf;?:gs?ggggddiStlrri%Ettlgeor indirectly, by (vii) Recognition of gain(A) (1) The of stock of the distributing or controlled

. . distributing corporation must file, within corporation, as the case may be, sold (or
(G) Gain shall not be recognized Ungy gays of a transaction described imtherwise disposed of), directly or indi-
der paragraph (c)(3)(vii) of this sectionihic paragraph  (c)(3)(vii)(A), an rectly, by the qualified foreign
in the case of a section 355 distribution, nended return for the year of thedistributee. However, if the sale (or
by a qualified foreign distributee of yigyinytion and recognize gain realizecther disposition) of stock or securities
stock or securities of the distributing ory,+ not recognized upon such distribuby a qualified foreign distributee results
controlled ‘corporation (or @ successOrtion it prior to the close of the 120-in a substantial transformation, the dis-
in-interest), or of another qualified for- \qnih period following the end of the tributing corporation (or its successor-in-
eign distributee. The qualified foreign,yanie vear of the distributing corpora-interest) must recognize the entire de-
distributee that distributed the stock Orjon in which the distribution was made,ferred gain that has not already been
securities is no longer required to COMy;iha. recognized under paragraph (c)(3)(vii)
ply with the rules of this section appli- ) o qualified foreign distributee of this section.
cable to qualified foreign distributees,gq)is (or otherwise disposes of) the stock (D) In the case of a nonrecognition
prowded SL.’Ch person no longer .has aNYr securities of the distributing or con-transaction that results in a substantial
interest, directly or indirectly, in the yq1eq corporation that the qualified transformation, the distributing corpora-
distributing and controlled corporation.qreign distributee owned (directly ortion must recognize the entire deferred
Thus, for example, such person is Nof,qirectly) (other than pursuant to again that has not already been recog-
counted as a qugllf]gd forglgn d'smbme%ansfer described in paragraph (c)(3)(vipized under paragraph (c)(3)(vii) of this
for purposes of limiting gain recognition ¢ s section); or section. If a nonrecognition transaction
to 10 or fewer foreign distributees. In iy any other transaction (e.g., adoes not result in a substantial transfor-
order for this provision to apply, the o pjic offering or reorganization) resultsmation, the distributing corporation does
substitute distributee must either be % a substantial transformation (as denot recognize any gain provided that the
qualified U.S. person or satisfy thefnaq in paragraph (c)(3)(vii)(B) of this requirements of paragraph (c)(3)(vi) of
requirements applicable to qualified for-gacion) 'in either the distributing or this section are satisfied.
eign distributees contained in this parag,nirglied corporation (or both). (E) A sale (or other disposition), di-
graph (c)(3) and must include with the 2y For purposes of this paragraphrectly or indirectly, by a substitute
first annual certification thereafter filed ) 3yii)(a), a disposition includes, but distributee, of all or a portion of the
under paragraph (c)(3)(v) of this sectiong’nqt |imited to, any disposition treatedstock or securities of the distributing or
the following information and agree- 55 5 sale or exchange under this subtitieontrolled corporation (or a successor-
ments: o ~ (e.g., section 301(c)(3)(A), 302(a),in-interest) that the substitute distributee
(1) A description of the transaction 351(b) or 356(a)(1)). For the computateceived in the section 355 distribution
(including a statement of applicable In-tion of gain in the case of a sale (orshall be treated as a disposition of such
ternal Revenue Code sections, and gimilar disposition), see paragraphstock or securities by a qualified foreign
description of the stock or securities(c)(3)(vii)(C) of this section. For the distributee (in accordance with para-
distributed in the transaction). computation of gain in the case of othegraph (c)(3)(vii)(C) of this section) for
(2) An agreement of the distributingtransactions, see paragraphpurposes of computing gain under this
corporation and the controlled corpora{c)(3)(vii)(D) and (F) of this section. For paragraph (c)(3)(vii).
tion (amending the agreement describedpecial rules regarding substitute (F) Other transactions or events shall
in paragraph (c)(3)(iii) of this section), distributees, see paragraph (c)(3)(vii)(E}rigger gain under this paragraph
signed under penalties of perjury by arof this section. (c)(3)(vii) as follows:
authorized officer of the corporation, to (B) A transaction is treated as a sub- (1) If a qualified foreign distributee
recognize gain (in the case of the disstantial transformation if, as a result ofceases to satisfy the requirements for a
tributing corporation) and to be secondsuch transaction, the qualified foreignqualified foreign distributee contained in
arily liable (in the case of the controlleddistributees, transferee distributees anparagraph (c)(3)(i)(C) of this section (or
corporation) in accordance with the prosubstitute distributees own, in the aggreany other specified requirements in
visions of this paragraph (c)(3) upon thegate, less than 50 percent of either thparagraph (c)(3) of this section), the
occurrence of a disposition, directly ortotal voting power or the total value of qualified foreign distributee shall be
indirectly, by a foreign substitute the stock of the distributing or thetreated as if it sold all of the stock and
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securities that it owned, directly or indi- 367(e)(1) if its initial distribution of the Whether a failure to materially comply
rectly, in the distributing and controlled stock or securities of the controlledwas due to reasonable cause shall be
corporation (or a successor-in-interest)corporation was fully taxable underdetermined by the district director under
on the date that such person ceased fmragraph (b) of this section. all the facts and circumstances.
meet the requirements. (H) If additional tax is required to be (d) Other consequences(l) Ex-
(2) If a substitute distributee ceasegaid by the distributing corporation (or achange under section 897(e)(1)WVith
to satisfy the requirements for a quali-successor-in-interest) for the year of theespect to the treatment under section
fied foreign distributee contained indistribution, interest must be paid by theB97(e)(1) of a foreign distributee on the
paragraph (c)(3)(i)(C) of this section (ordistributing corporation (or the con-receipt of stock or securities of a do-
any other specified requirements introlled corporation if the distributing mestic or foreign corporation where the
paragraph (c)(3) of this section), thecorporation fails to pay the tax due) onforeign distributee’s interest in the dis-
substitute distributee shall be treated athat amount at the rates determinedributing domestic corporation is a
if it sold all of the stock and securitiesunder section 6621(a)(2) with respect tdJnited States real property interest, see
of the distributing or controlled corpora-the period between the date that wasection 897(e)(1) and the regulations
tion (or a successor-in-interest) that iprescribed for filing the distributing cor- thereunder.
received in the distribution, on the dateporation’s original income tax return for (2) Dividend treatment under section
that it ceased to meet the requirementshe year of the distribution and the date1248. With respect to the treatment as a
(3) If the distributing corporation (or on which the additional tax for that yeardividend of a portion of the gain recog-
a successor- in-interest) fails to satisfys paid. nized by the domestic corporation on
the requirement contained in paragraph (I) Net operating losses, capitalthe distribution of the stock of certain
(©)(3)(i)(B) of this section on any test- losses, or credits against tax that weroreign corporations, see sections
ing date during which the agreement tavailable in the year of the distribution1248(a) and (f) and the regulations
recognize gain is in effect, such failureand that are unused (whether or not theghereunder.
will be treated as if a substantial transhave expired since the distribution) at (3) Distribution of stock of a passive
formation has occurred on such datethe time of gain recognition described inforeign investment companjReserved)]
(4) If either the distributing or con- this paragraph (c)(3)(vi) may be applied (4) Reporting under section 6038B.
trolled corporation (or a successor-in{respectively) by the distributing corpo-Notice shall be required under section
interest) is acquired in a section 381(ajation against any gain recognized or ta038B with respect to a distribution
exchange and the acquirer is not @wed by reason of this provision, but nogescribed in this section. See
successor- in-interest that satisfies thether adjustments shall be made wittg 1.6038B-1T(e).
requirements of paragraph (c)(3)(vi)(E)respect to any other items of income or (e) ExamplesThe rules of paragraphs
such acquisition will be treated as if adeduction in the year of distribution or(p), "(c), and (d) of this section are
substantial transformation has occurredther years. illustrated by the examples below. In all
on the date of the acquisition. (viii) Failure to comply. (A) Except examples, assume that all foreign com-
(G) A qualified foreign distributee as otherwise provided in paragrapthanies are treated as corporations for
that sells (or otherwise disposes of) allc)(3)(viii)(B) of this section, if the Federal income tax purposes and are not
of its interest, directly or indirectly, in distributing corporation or the controlledtreated as fiscally transparent under the
the distributing and controlled corpora-corporation fails to comply in any mate-iaxation laws of the relevant foreign
tion ceases thereafter to be a qualifiedial respect with the requirements of thiscountry.
foreign distributee. In addition, whereparagraph (c)(3) or with the terms of an Example 1() FC, a Country Z company, owns
one qualified foreign distributee ownsagreement submitted pursuant hereto, @i of the outstanding stock of DC1, a domestic
all of the stock of another qualified if the distributing corporation knows orggg‘(’fg;'OSCZDgiot?]"ej’psdoﬂ'es‘;ifc Tgrpgﬁézgndﬂ?e
foreign distributee, and both persondias reason to know of any failure ofc; "~ o "Udile of the DCL stock is 300x, and
have identical direct or indirect interestsanother person to so comply, the distribec has a 100x basis in the DC1 stock. The fair
in the distributing or controlled corpora-uting corporation shall treat the initial market value of the DC2 stock is 180x, and DC1
tion, the direct or indirect sale (or otherdistribution of the stock or securities ofhas a 80x basis in the DC2 stock. Neither DC1
disposition) by one qualified foreign the controlled corporation as a taxablgor PC2 i a U.S. real property holding corpora-
distributee of all of its interest in the exchange in the year of the distribution lon. Country 2 does Not maintain an income tax
el : : : treaty with the United States.
distributing or controlled corporation In such event, the period for assessment i in a transaction qualifying for nonrecogni-
(under paragraph (c)(3)(vii) of this sec-of tax shall be extended until three yearsion under section 355, DC1 distributes all of the
tion) will terminate the qualified foreign after the date on which the Internalstock of DC2 to FC. After the distribution, the
distributee status for the second qualiRevenue Service receives actual noticBS: Stocg has a fair ”;]arke; Va'“e%flzox'f i
fied foreign distributee. The principlesof such failure to comply. () Under paragraphs (b)(1) and (2) of this
. . . . section, DC1 recognizes gain of 100x, which is
of this paragraph (c)(3)(vii) shall gener- (B) If a person fails to comply in any the difference between the fair market value
ally be applied so that any gain relatingmaterial respect with the requirement$180x) and the adjusted basis (80x) of the stock
to the same stock of the distributing orof this paragraph or with the terms of arf"nsé“ggﬁ%nug‘ggr ggri‘gggha(‘?;?isogfthgxseig“&’;
controlleq corporation by more than oneagreement submitted pursuant ther_ett%c1 stock, and a basis of 60x in the DC2 stock.
person is not taxed more than oncehe provisions of paragraph (c)(3)(Vii)- gxample 2.() C, a citizen and resident of
under this paragraph (c)(3)(vii). In any(A) of this section shall not apply if the country F, owns all of the stock of DC1, a
event, gain recognized pursuant to thiperson is able to show that such failurglomestic corporation. DC1, in turn, owns all of
paragraph (c)(3)(vi), on a cumulativewas due to reasonable cause and ngthee ngfkmgIkgc\/zéluagsgf a ed%”giﬁ's‘iogsrliosorsagg?-
basls, shall not gxc_eeq the amount OMIIfyI neglect, p(owded that the person, 4 ¢ has a 100x basis in the DCL stock. The
gain that the distributing corporationachieves compliance as soon as thgcy stock has a fair market value of 200x, and
would have recognized under sectiorperson becomes aware of the failuredDC1 has a 180x basis in the DC2 stock.
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(i) In a transaction qualifying for nonrecogni- Example 5.(i) Assume the same facts as inmaintains an income tax treaty with the United
tion under section 355, DC1 distributes to C all ofExample 4.In addition, two years after DC1's States that includes an information exchange pro-
the stock of DC2. DC1 and DC2 are U.S. realdistribution of DC2 stock to FC, FC sells 25 vision.
property holding corporations immediately afterpercent of the DC2 stock to Y, an unrelated (iii) In a distribution qualifying for nonrecogni-
the distribution. After the distribution, the DC1 corporation. One year later, FC sells an additionalion under section 355, DC1 distributes all of the
stock has a fair market value of 300x. 30 percent of its DC2 stock to Z, anotherStock of DC2 to P1. Paragraph (b)(5)(i) of this

(i) Under paragraph (c)(1) of this section, ynrelated corporation. _section _grovic(jies tgat stockdowned by a palartnsrship

rovided that DC1 complies with the reportin " " . . Is considered to be owned proportionately by its
Eequirements contained paragraph (c)(:rl))(ii) or () Under paragraph (C)(3)(vil) of this section, ,arners. Under paragraph (b)(5)(ii) of this section,
this section, DC1 does not recognize gain on th&Pon FC's sale of 25 percent of its DC2 stockit ysp certifies to DC1 that it is a qualified U.S.
distribution of the DC2 stock because DC1 and’Cl is required to file an amended return for theyerson (and DC1 does not know or have reason to
DC2 are U.S. real property holding corporations/e@" in which the DC2 stock was distributed ooy that the certification is false), no Federal
immediately after the distribution. 25(3' and T‘EC(;gtf;:ZE 100x Olf_ 953”6 V;’h'd; repres_entz.lcome tax shall be imposed with respect to the

(iv) Under section 897(e) and the regulations, 5%052”&1“06” gain realized but not recognize istribution by DC1 of DC2 to P1, to the extent of
thereunder, C is considered to have exchanged . o _ USP's 40 percent interest in P1. _

DC1 stock with a fair market value of 200x and _ (iil) Upon FC's second sale of 30 percent of its  (iv) Paragraph (c)(3)(i)(D) of this section pro-

an adjusted basis of 40x for DC2 stock with a fairPC1 Stock, DC1 is required to file anotheryvides that no foreign distributee may be treated as
market value of 200x. Because DC2 is a U.S. regimended return for the year of the distribution anch qualified foreign distributee with respect to stock
property holding corporation, and its stock is a/€C0gnize the balance of the deferred gain, opf the distributing corporation owned through a
U.S. real property interest, C does not recognizeC0X, because such sale results in a substantiphrtnership, unless the distributing corporation
any gain under section 897(e) on the distributiontransformation (within the meaning of paragraptreceives a ruling from the Internal Revenue Ser-

C takes a basis of 40x in the DC2 stock, and itdS)(3)(Vii)(B) of this section). vice to the contrary. Thus, DC1 may not avoid
basis in the DC1 stock is reduced to 60x pursuant Example 6.()) Assume the same facts as inrecognition of the remaining 60 percent of the
to section 358. Example 5 except that FC did not sell an realized gain (relating to the interest of P1 owned

Example 3.() All of the outstanding common 2dditional 30 percent of its DC2 stock. Insteadby FC) by entering into a gain recognition agree-
stock of DC, a domestic corporation that is not &2C2 issued additional stock in a public offeringment pursuant to paragraph (c)(3) of this section,
U.S. real property holding corporation, is regularlythat reduced FC's interest in DC2 to less than 5@inless DC1 obtains a ruling to the contrary.

traded on an established securities market locateRfreent. Example 9 () DC1, a domestic corporation,

in the United States. None of the foreign share- (i) The public offering caused a substantialoWns all of the stock of DC2, also a domestic
holders of DC (directly, indirectly, or construc- transformation because, as a result of the publiorPoration. The stock of DC1 is owned equally
tively) owns more than five percent of the com-offering, the interest of FC in DC2 was reduced tody three shareholders: A, a domestic corporation,
mon stock of DC. DC owns all of the stock of less than 50 percent of the amount of stock thal: @ U-S. citizen, and FB, a Country Y company.
DS, a domestic corporation. The stock of DS ha&C owned in DC2 immediately after the distribu- _(ii) A short time before DC1 adopted a plan to
appreciated in the hands of DC. tion. Thus, the result is the same asBrample 5. distribute the stock of DC2 to its shareholders, but

(i) In a transaction qualifying for nonrecogni- Example 7.(i) Assume the same facts as inalfgiirnthetrl‘)gardc:sﬁfiblel{%(;]tor?:é)f fDo(r:r#ebdegsgvsggte?
tion under section 355, DC distributes all of theExample 4 In addition, one year after DC1's p 9 ! !

P domestic corporation, and contributed its DC1
stock of DS to the common shareholders of DCdistribution of DC2 stock to FC, FC transfers a!lStock to Newco in a transaction qualifying for

(iiiy Under paragraph (c)(2) of this section, DC of the DC2 stock to FS, a company resident in

: . 2 o= ) ._nonrecognition under section 351. A valid business
does not recognize gain on the distribution of theCountry X, in exchange for all of the FS stock, N Surpose existed for FB's transfer of the DC1 stock

DS stock to any foreign distributee, provided thatd transaction described in section 351. to Newco, but this purpose would have been
DC complies with the reporting requirements (i) FS is described as a transferee distributegiled irréspective of whether FB transferred the
contained in paragraph (c)(2)(iii) of this section.under paragraph (c)(3)(vi)(C) of this section. Thepc1 stock to Newco before the distribution of
Each shareholder’s basis in the DC and DS stockansfer by FC of DC2 stock to FS is a nonrecogpcp, or after the distribution of DC2 (in which
is determined pursuant to section 358. nition transaction under paragraph (c)(3)(vi) of thiscase FB would have transferred the stock of DC1
Example 4. () FC, a company resident in section provided all of the requirements in paramng pc2 to Newco).
Country X, owns all of the stock of DC1, a graph (c)(3)(vi)(F) of this section are satisfied. (FS i) pyrsuant to paragraph (b)(6) of this section,
domestic corporation. DC1, in turn, owns all ofis counted, together with FC, for purposes ofe ‘pistrict Director may determine that FB
the stock of DC2, a domestic corporation. The failimiting nonrecognition treatment to up to ten formed Newco for a principal purpose of avoiding
market value of the DC1 stock is 1,000x, and FOjualified foreign distributees during the time thatgection 367(e)(1). In such case, for Federal income
has a basis in the DC1 stock of 800x. The DC2he gain recognition agreement is in effect) DClay hyrposes, FB will be treated as having re-
stock has a fair market value of 500x at the timewill not recognize gain under the gain recognition;eived the stock of DC2 in a section 355 distribu-
of the distribution, and DC1 has a 100x basis inagreement upon FC's transfer of the stock of DCZjo and then as having transferred the stock to
the DC2 stock. Neither DC1 nor DC2 is a U.S.to FS if DC1 enters into a new agreementrNeWCO in a section 351 transaction.
real property holding corporation. Country X agreeing to recognize gain if FS sells DC2 stock, (iv) If B was not a shareholder of DC1 so that
maintains an income tax treaty with the Unitedand the prOViSions of paragraph (C)(3)(V|) of thISA and FB were equa| (50 percent) shareholders
States that includes an information exchange presection are satisfied. A sale by FC of FS stockeg o4 be treated as a foreign distributee within_
vision. would be treated as a recognition event und he meaning of paragraph (c)3)(i)(B) of this
(i) In a transaction qualifying for nonrecogni- Paragraph (c)(3)(vi) because such sale woulde yion without the application of paragraph (b)(6)
tion under section 355, DC1 distributes to FC aliconstitute an indirect disposition by FC of theof this section. In such case, DC1 would recognize
of the stock of DC2. Immediately after the DC2 stock. 50 percent of the gain realized on the distribution
distribution, the DC1 stock has a fair market value Example 8. (i) PIl, an entity treated as a of the DC2 stock, unless FB was a qualified
of 500x. Thus, the value of DC1 exceeds 400xpartnership for Federal income tax purposes, ownfreign distributee within the meaning of para-
the amount of the deferred gain on the distribuall of the outstanding stock of DC1, a domesticgraph (c)(3)(i) of this section and the conditions
tion. corporation. DC1 owns all O‘f the OUtS-tandingunder paragraph (c)(3)(ii) of this section were
(i) Under paragraph (c)(3) of this section, Stock of DC2, another domestic corporation. Thesatisfied.
DC1 will not recognize gain on the distribution of fair market value of the DC1 stock is 900x and Pl Example 10 (i) DC1, a domestic corporation,
the DC2 stock to (foreign distributee) FC if FC ishas an 900x basis in the DC1 stock. The failpwns all of the stock of DC2, also a domestic
a qualified foreign distributee (as described inmarket value of the DC2 stock is 600x and DClcorporation. The stock of DC1 is owned by FP, a
paragraph (c)(3)(i)(C) of this section) and DC1has a 400x basis in the DC2 stock. Neither DClompany resident in Country X. Country X main-
enters into a gain recognition agreement (in whicior DC2 is a U.S. real property holding corpora-tains in income tax treaty with the United States
DC2 agrees to be secondarily liable), as describelon. that includes an information exchange provision.
in paragraph (c)(3)(iii) of this section, and DC1, (ii) FC, a company resident in country X, and The DC2 stock has a fair market value of 500x at
DC2 and FC otherwise comply with all of the USP, a U.S. corporation, are the sole partners dhe time of the distribution, and DC1 has a basis
provisions of paragraph (c)(3) of this section.Pl. Under the rules and principles of sections 70bf 100x in the DC2 stock. The stock of DC1 has a
Pursuant to section 358, FC will take a 400x basishrough 761, FC is entitled to a 60 percent, andralue of 500x (excluding DC1's investment in
in the DC2 stock and FC'’s basis in the DC1 stockJSP is entitled to a 40 percent, distributive sharédC2). Neither DC1 nor DC2 is a U.S. real
will be reduced to 400x. of each item of Pl income and loss. Country Xproperty holding corporation.

15



C(ii) tFPXfo'(lms a holgi?g c?mp%rg)y residetntfi_r;gpurp(;ses tc_Jf determini_rll% Whethelr % Sll:JgStafmttri]aI Par. 4. Section 1.6038B-1T is
ountry X, Newco, and transfers 50 percent of itdransformation occurs. Thus, a sale by o} iai .
DC1 stock to Newco in an exchange described istock of FC would not trigger gain under para-%mendefd by rev'?‘m% tge. Secgnddc?en
section 351. Immediately after those transactionggraph (c)(3)(vii) of this section. tence of paragrap ( )( )(I) and adding
DC1 distributes all of its DC2 stock to FP in  Example 13.() DC1, a domestic corporation, the text of paragraph (e) to read as
exchange for FP's stock of DC1 in a transactiorowns all of the stock of DC2, also a domesticfollows:
described in section 355. Thus, after the non preorporation. The stock of DC1 is owned by two
;a:]tg d|:|lsDtnglL;t(l)on(;v\lI:nPS o;/lxlllns()]:'zllItho(;c tt;s)cslzozl; O’\l‘lel?lvii,_shacr:eholtderé FP andzgx. FP, a; ccf)rrtlr[])anyt re;ide;@ 1.6038B-1T Reporting of transfers
d FF ,in Country Z, owns percent of the stock o ; ; ;
which, in turn, owns all of the stock of DC1. DC1. FX, a company resident in Country X, ownsdescnbed In section 367 (temporary).
(i) Newco and FP are foreign distributees75 percent of the stock of DCl. Country X R

(under paragraph (c)(3)(i)(B)(1) of this section)maintains an income tax treaty with the United () ***
because they owned stock of DC1 immediatel\States that includes an information exchange pro- (2) *** (i) *** For special report-
prior to the distribution. Assuming that all of the vision; Country Z does not. The fair market value; i

. . - '~ _ ®ing rules applicable to transfers de-
requirements of the gain recognition agreemendf DC2 is 500x and DC1 has a basis of 100x in g'b d dpp fi 367(e)(1
exception under paragraph (c)(3) of this sectionhe DC2 stock. Immediately after the distributionSCM1P€0 UNder section 3 (e)(1), see
are satisfied (so that both FP and Newco arelescribed below, DC1 has a value in excess dparagraph (e) of this section; no report-
qualified foreign distributees under paragraph400x. ing is required for transfers described in
©@)()C) of this section), DC1 will not be (ij) FP formed FS, a company resident insection 367(e)(2). * * *

immediately taxable on the 400x gain realized orcountry X, and transferred its 25 percent interest
the distribution of the stock of DC2. Gain will be jn DC1 to FS in exchange for all of the stock of

triggered under the gain recognition agreements in an exchange described in section 351. (e) **_* 1) Ip g_ene_ral'lfadomes_t'C
under paragraph (c)(3)(vii) of this section if FPjthin two years of the exchange, DC1 distributedcOrporation (distributing corporation)
sells jFOCk gf Newco (Eecausef ShUCh SaLe ‘?’0U|d bgil of the stock of DC2 to its shareholders. makes a distribution described in section
an indirect clsposition by FP of the stock of DO1). i Under paragraph (c)(3) of this section. 367(e)(1), the distributing corporation

J DC1 may defer a portion of its gain realized ONmust comply with the reporting require-
of DC2. . ._the distribution of DC2. DC1 must immediately .

Example 11.()) Assume the same facts as inyecognize 25 percent of the realized gain, or 100N€Nts under this paragraph (e)(1). Form
Example 10 except that Newco is a company pecause FP, a 25 percent (indirect) shareholder is®26 and other requirements described in
:ﬁz:ﬂg;; Ogncﬁ]légtr;\yezté fnt(:e;ouwirt)}q %hgolern itré?jtforeign distributee (within the meaning of para-this section need not be met by the
States that includes an informgtion exchange pm?raph (©)3)()(B) of this section), but may not be distributing corporation in the case of a
A reated as a qualified foreign distributee (W'th'ndistribution described in section
vision. ) . ) . the meaning of paragraph (c)(3)(i)(C) of this

(ii) DC1 may still enter into a gain recognition section). DC1 may defer 75 percent of its realized367(€)(1).
agreement under paragraph (c)(3) of this sectionyain if FX is a qualified foreign distributee and  (2) Reporting requirements if transac-
Both FP and Newco are foreign distributees, bupcy enters into a gain recognition agreement (ijon is taxable under section 367(e)(1)
Newco is not a qu_a||f|ed foreign distributee. Thus,yhich DC2 agrees to be secondarily liable), aan the distribution is taxable to the
DC1 must recognize 50 percent, or 200x, of thane provisions of paragraph (c)(3) of this section . , ..~ .. ; .
400x deferred gain on the distribution of DC2 416 otherwise met. DC1 need not include FS as distributing  corporation ,under section
stock. Such (SO percent) portion equals the peryyajified foreign distributee because FP and FS367(e)(1) and the regulations thereunder,
centage of the DC1 stock owned by foreignhag jdentical 25 percent ownership interests ithe distributing corporation must attach

distributees that are not qualified foreignpc1 and DC1 is taxable with respect to such 2 . f
distributees (the 50 percent of the stock owned b)bercent interest.  Thus, und%r paragrapﬁo its Federal income tax return for the

Newco). DC1 may defer 50 percent of the gain(c)3)(vi)(G) of this section. a sale by FS of itsrtaxable year that inClUdeS_ the date Of_ the
with respect to the portion of its stock owned bypc1 or DC2 stock will not result in an additional transfer a statement titled “Section

FP, a qualified foreign distributee, provided that ityrjgger of the gain recognition agreement undeB67(€)(1) Reporting—Compliance With
meets the requirements of paragraph (c)(3) of thigaragraph (c)(3)(vii) of this section. Section 6038B”, signed under penalties

section. ] . . A )
) . . (iv) If FP was instead a resident of Country X, of perjury by an officer of the corpora-
CExamp';(e 12 (i) F(If' ? ‘Iflompa”{ fefs'gecnlt N DC1 could defer its entire realized gain if both Fptior? éiséogn the followin infol?ma-
ountry X, owns all of the stock o + & and FS were qualified foreign distributees. In such. ! 9 9
domestic corporation (and has owned DC1 fol.nse DC1 would have three qualified foreigntiOn:
many years). Country X maintains an income @iy jptees, (DC1 is limited to ten qualified (i) A description of the transaction in

treaty with the United States that includes a ian distribut including t f d . - . .
information exchange provision. DC1, in turn, oreign distributees, including transferee and subwhich the U.S. distributing corporation

: 1St - b DWW NIC! g
owns all of the stock of DC2, a domestic corpora-fgégtgenigfg”ggrtee:;e?g)'nlg FtSescEFdrrﬂs Oenttirg ir?tﬁg:‘_dlstrlbuted stock or securities of a con-
tion. DC1 has a basis of 200x in the DC2 stockegt in either DC1 or DC2, DCL would be requiredtroIIed corporation (whether domestic or

andl theﬂDCZhStO(:jK hfag‘ a valuzfe 0f5200>(<j. Imr%e%"to amend its Federal income tax return for thefOreign) to one or more foreign
ately after the distribution of D ESCMDEC year of the transfer and include 100x in incomedistributees.

below, DC1 has a value of more than 300x. In such case, neither FP nor FS would be (ii) The basis and fair market value

(i) DC1 distributes all of the stock of DC2 to cynsidered a qualified foreign distributee immedi- -
FC (a qualified foreign distributee) in a transaction,se|y, after theqsale (and ag a result. EP's sale &if the stock and securities that were

described under section 355, and satisfies all ofs s stock would not trigger additional gain distributed by the distributing corpora-

the requirements of paragraph (c)(3) of this sectionnqer paragraph (c)(3)(vii)(G) of this section). Thetion in the transaction.

to qualify for an exception to the general rule ofegyit would be the same if FP sold all of the (3) Reporting requirements if transac-

taxation under section 367(e)(1). Two years afteLicy of FS (as such sale is an indirect disposition; e . ;
ion qualifies for an exception to section

the initial distribution, FC distributes all of the v Ep of all its stock of DC1 and DC2). (In such AT EALE -
stock of DC2 to its sole shareholder, FP, a residerggse’ the sale by FS of its stock of D)Cl( or DC2367(e)(1).1f the distributing corporation

of Country X, in a transaction described undenryoy|q not trigger additional gain under paragraptqualifies for an exception under
SEi Under paragraph (©(ENW(D) of this sec. (IGVINE) of this section,) § 1.367(e)- 1T(c)(1), the requirements
tion, FP is a‘;ubsgmuﬁ’e distributee with respect to () Effective date.This section shall of section 6038B are satisfied if the
the DC2 stock. Provided that the requirements ob€e effective with respect to distributionsdistributing corporation complies with

paragraph (c)(3)(vi)(G) of this section are satisoccurring on or after September 13the reporting requirements contained in
g@‘:ab':tp fe_‘z:]aces FtCt as aDc%uat“ﬁid r&fe'gnlg%. However, taxpayers may elect t@& 1.367(e)-1T(c)(1)(ii). If the distribut-

FC is stil a qualiied foreign 2 ook (althou9hpply the rules of this section withing corporation qualifies for an excep-
respect to the DC1 stock). FC is no longer€SPect to distributions occurring on ortion under § 1.367(e)-1T(c)(2), the re-

required to maintain an interest in DC2 forafter December 31, 1995. quirements of section 6038B are
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satisfied if the distributing corporation ACTION: Final regulations. ments were received. First, there was

complies with the reporting require- : . . some concern that replacing the list of
ments contained in § 1.367(e)-SUMMARY: This document contains oo holidays with a citation to the law

1T(c)(2)(iii). If the distributing corpora- final regulations relating to the time for,“he pistrict of Columbia would mean
tion qualifies for an exception underPerformance of acts by taxpayers and bype jist of holidays would no longer be
§ 1.367(e)-1T(c)(3), the requirements of'& Commissioner, a district director, Oryccegsiple. It was suggested that the IRS
section 6038B are satisfied if the distrip-N€ director of a regional service centergnn oy publish the holidays by an-
uting corporation complies with the re-When the last day for performance falls,,ncement or some other method. The
porting requirements contained inO" @ Saturday, Sunday, or legal holidayna| regulations do not retain the list of
§ 1.367(e)-1T(c)(3). In particular, these regulations replacg,jigays because such a list requires

* *ox the rlliSt O.f Iegal ?olid?ysb\{vitrl] a cirt]atiqn regulatory revision whenever a change
to the District of Columbia law that is j, “the |aw occurs with respect to the

EEF;TS 68%ES|QABTSSNJEF?£RV%8&K the source of the list. holidays. However, a tax calendar that
REDUCTION ACT EFFECTIVE DATE: These regulationsists the legal holidays is annually made
are effective Wednesday, August 14available through IRS Publication 509.

Par. 5. The authority for citation for ;g9e This free publication can be obtained by
part 602 continues to read as follows: ' calling the toll free telephone number
Authority: 26 U.S.C. 7805. FOR FURTHER INFORMATION CON- 1-800-TAX—FORM (1-800-829—
Par. 6. In § 602.101, paragraph (c) iSTACT: Judith A. Lintz (202) 622-6232 3676), or by contacting an IRS Forms
amended by removing the entry for(not a toll-free number). Distribution Center.
“1.367(e)-1" and adding an entry in Second, it was requested that the IRS

numerical order to read as follows: SUPPLEMENTARY INFORMATION:  54dress the impact of a federal govern-
ment shutdown on the time for perfor-

3 602'10} Oh,{lB C*:ontiol n?mbers. Background mance of acts when the last day for
(C) *** On September 25, 1995, the [RPerformance is a day when the govern-
published in theFederal Register (60 Ment is closed. Section 7503 of the

CFR part or section FR 49356) a notice of proposedCOde is limited to extending the time
where identified and Current OMB  rulemaking (IA-36-91 [1995-2 C.B. for performance of acts when the last
described control No.  470]) relating to the time for perfor- day for performance falls on a Saturday,
x +  *x  x mance of acts when the last day foSunday, or legal holiday. Therefore, the

1545-14g7 Performance falls on a Saturday, Suntegulations for section 7503 are not
N day, or legal holiday. When the last dayaPpropriate for clarifying the effect of a
for performance of an act by a taxpayefederal government shutdown on the
. . or an employee or administrator of thelime allowed for performance of an act.
Margaret Milner Richardson, |pg a15 on a Saturday, Sunday, or legal Third and last, it was requested that
Commissioner of Internal Revenueholiday, section 7503 of the Internalthe regulations outline the kinds of acts
Approved August 7, 1996. Revenue Code (Code) extends the timt® which the extension of time provided
for performing the act. Under the extenunder section 7503 applies. The final
Donald C. Lubick, sion, the act must be performed by théegulations do not include this informa-
Assistant Secretary of the Treasurynext day that is not a Saturday, Sundayjon. The purpose of the current regula-
(Filed by the Office of the Federal Register onOr Ieg.al holiday. The current rggulatlonstor)_/ project s .tO replace the list of
August 9, 1996, 12:19 p.m., and published in the&XPlain and supplement section 7503nholidays and revise other outdated mate-
issue of the Federal Register for August 14, 19967 his document contains final regulationgial in the regulations. Outlining the

1.367(e)-1T
* *

* *

61 F.R. 42165). that simplify and update the currentkinds of acts to which section 7503
_ - regulations. In particular, the final regu-applies is not within the scope of the

Section 7503.—Time for lations replace the list of holidays,current project.

Performance of Acts Where Last which are determined by reference to

Day Falls on Saturday, Sunday, or  the law in the District of Columbia, with Special Analyses

Legal Holiday a citation to that law.

It has been determined that this Trea-
ury decision is not a significant regula-
ory action as defined in EO 12866.

or requested. After consideration of thel "€refore, a regulatory assessment is not
comments, which are addressed belo eqwred._ It also has been Qe_term|_ned
DEPARTMENT OF THE TREASURY the proposed regulations under sectio :)tczgﬁtr'gnAi?%b)UO;tge ?hdamlnzlrsg?tglr?d
Internal Revenue Service 7503 are adopted as published in the >0 9.4 Chap

notice. gulatory Flexibility Act (5 U.S.C.
26 CFR Part 301 chapter 6) do not apply to these regula-
ions, and, therefore, a Regulatory Flex-

26 CFR 301.7503-1: Time for performance of acts The IRS received oral and written
whee last day falls on Satufday, Sunday, or legatomments on the notice of propose
holiday. rulemaking. No public hearing was held

T.D. 8681

i Explanation of Provisions and Summary.~ o ;
Time for Performance of Acts b ){blhty Analysis is not required. Pursuant

Where Last Day Falls on Saturday, ~ Of Comments to section 7805(f) of the Internal Rev-

Sunday, or Legal Holiday In response to the notice of propose@nue Code, the notice of proposed
AGENCY: Internal Revenue Servicerulemaking for the regulations underrulemaking preceding these regulations
(IRS), Treasury. section 7503, three categories of comwas submitted to the Chief Counsel for
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Advocacy of the Small Business Admin-22, 1956 (Thanksgiving Day), the suitbut within an internal revenue district,
istration for comment on its impact onwill be timely if filed on Friday, No- the termlegal holidayincludes, in addi-

small business. vember 23, 1956, in the Court oftion to the legal holidays in the District
] . Claims” is removed and the languageof Columbia, any statewide legal holi-
Drafting Information “Thursday, November 23, 1995day of the state where the act is re-

The principal author of these regu|a_(Thanksgiving Day), the suit will be quired to be performed. If the act is
tions is Judith A. Lintz. Office of Assis- tmely if filed on Friday, November 24, performed in accordance with law at an
tant Chief Coun.sel (In'come Tax & Ac- 1995, in the Court of Federal Claims” isoffice of the Internal Revenue Service

counting), Internal Revenue Service 2dded in its place. . _ or any other office or agency_of the
However, other personnel from the IRS 2. Paragraph (b) is revised as setnited _States Iocate_d in a territory or
and Treasury Department participated iforth below. _ possession o_f the Unlt_ed States, the term
their development. 3. Paragraph (c) is removed. legal holidayincludes, in addition to the

. s s e The revision reads as follows: legal holidays in the District of Colum-

_ bia, any legal holiday that is recognized
Adoption of Amendments to the Regulad 301.7503-1 Time for performance othroughout the territory or possession in

tions acts where last day falls on Saturdayyhich the office is located.
Sunday, or legal holiday.
Accordingly, 26 CFR part 301 is ok x k%

Margaret Milner Richardson,
amended as follows: 9

(b) Legal holidays.For the purpose of Commissioner of Internal Revenue.
PART 301—PROCEDURE AND AD- section 7503, the termegal holiday
MINISTRATION includes the legal holidays in the DiS_Approved June 20, 1996.
Paragraph 1. The authority citation fortHct of Columbia as found in D.C. Code Donald C. Lubick,

éAnn. 28-2701. In the case of any return,

part 301 continues to read in part astatement, or other document required to

Acting Assistant Secretary

follows: be filed, or any other act required under of the Treasury.
Authority: 26 U.S.C. 7805 * * * the authority of the internal revenue(Filed by the Office of the Federal Register on
Par. 2. Section 301.7503-1 islaws to be performed, at an office of theAugust 13, 1996, 8:45 a.m., and published in the

amended as follows: Internal Revenue Service, or any othefls“FeRof fz‘ifgdera' Register for August 14, 1996,

1. In the fourth sentence of paragraploffice or agency of the United States,
(a), the language “Thursday, Novembetocated outside the District of Columbia
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Part IV. Items of General Interest

Notice of Proposed Rulemaking SUPPLEMENTARY INFORMATION: tion 367(e)(1), and to avoid the penalties
and Notice of Public Hearing contained under section 6038B. This

Paperwork Reduction Act information will be used to determine
Treatment of Section 355 The collection of information con- WHether a taxpayer properly qualifies for
Distributions by U.S. Corporations  tained in this notice of proposed® Claimed exception. The respondents
to Foreign Persons rulemaking has been submitted to thgenerally will be U.S. corporations,

Office of Management and Budget forProbably subsidiaries of foreign multina-
REG-209827-96 review in accordance with the Paperlionals, that are either distributing an-

work Reduction Act of 1995 (44 U.S.C.other corporation or being distributed
AGENCY: Internal Revenue Service3507). under section 355, pursuant to a corpo-
(IRS), Treasury. Comments on the collection of infor- Faté restructuring.

mation should be sent to the Office of Books or records relating to a collec-
ACTION: Notice of proposed rulemak- Management and Budget, Attn: Deskion of information must be retained as
ing by cross-reference to temporaryOfficer for the Department of Treasury,long as their contents may become ma-
regulations and notice of public hearingOffice of Information and Regulatory terial in the administration of any inter-

Affairs, Washington, DC 20503, with nal revenue law. Generally, tax returns
SUMMARY: In *** TD 8682, page 4, copies to the Internal Revenue Serviceand tax return information are confiden-
this Bulletin, the IRS is issuing tempo-Atin: IRS Reports Clearance Officer,tial, as required by 26 U.S.C. 6103.
rary regulations revising the final regu-T:Fp, Washington, DC 20224. Altema-  Estimated total annual reporting bur-
lations under section 367(€)(1) with re-ively, taxpayers may submit commentsjen: 2,124 hours. (This equals the sum
spect to section 355 distributions Ofelectronically via the Internet by select-of (i) the prior burden of 1,604 hours
stock or securities by domestic corporaing the “Tax Regs” option on the IRS ang (i) the additional burden of 520
tions to foreign persons. ‘The IRS is alstome Page, or by submitting comment$iours contained in the new regulations.)
modifying the temporary regulations un-directly to the IRS Internet site atThe estimated annual burden per respon-
der section 6038B to provide that distri-http://www.irs.ustreas.gov/prod/tax regsfjent varies from 1 hour to 8 hours
butions ~described under sectioncomments.html. Comments on the colyepending on individual circumstances
367(e)(1) are subject to rules undefection of information should be re-ith an estimated average of 2 hours.
section 6038B. The text of those tempoceijved by October 15, 1996. Estimated b f dent ;
rary regulations also serves as the text an agency may not conduct or spon—4625 imated number ot respondents.

of these proposed regulations. Thi i ;
Sor, and a person is not required to Estimated annual frequency of re-

document also provides notice of ggg : ; ;
X . pond to, a collection of information . .
public hearing on these proposed regulgjpless the collection of information dis-SPONSeS: Once (in the case of taxpayers

tions. plays a valid control number. that qualify for the U.S. real property

h llecti ¢ inf . holding company exception and the pub-
DATES: Written comments must be re- 1he collection of information under jioy traded company exception). Annu-
ceived by November 7, 1996. OutlinesS€ction 367(e)(1) is in § 1.367(e)-

- . ally (in the case of taxpayers that
of topics to be discussed at the publidT(€)(1)(i), (2)()(C) and (3). The tem- 4 aiify for the gain recognition agree-
hearing scheduled for November 20POrary regulations provide that in order,

1996, at 10 a.m. must be received by

for taxpayers to qualify for either the ment exception).

October 31. 1996. ‘U.S. real property holding corporation

' exception” or the “publicly traded cor-
ADDRESSES: Send submissions toporation” exception, taxpayers must The ** T.D. 8682, page 4 in this
CC:DOM:CORP:R (INTL 0020-96), comply with the reporting requirementsBulletin, amends the Income Tax Regu-
room 5228, Internal Revenue Servicecontained in § 1.367(e)-1T(c)(1)(ii) andlations (26 CFR part 1) under section
POB 7604, Ben Franklin Station, Wash-8 1.367(e)-1T(c)(2)())(C), respectively.367(e)(1). The temporary regulations un-
ington, DC 20044. In the alternative, The temporary regulations also modifyder section 367(e)(1) contain rules relat-
submissions may be hand delivered bethe reporting requirements under théng to the distribution of stock or securi-
tween the hours of 8 a.m. and 5 p.m. to:gain recognition agreement” exceptionties under section 355 by a domestic
CC:DOM:CORP:R (INTL—0020-96), (8 1.367(e)-1T(c)(3)). Under the tempo-corporation to a person that is not a
Courier's Desk, Internal Revenue Serfary regulations, the controlled corporal.S. person.
vice, 1111 Constitution Ave. NW., Wash-tion, in addition to the distributing cor-  The text of T.D. 8682 also serves as
ington, DC. The public hearing will be Poration, must sign the gain recognitionpe text of these proposed regulations.
held in the IRS Auditorium, Internal agreement (§ 1.367(e)-1T(c)(3)(ii)(F)The preamble to T.D. 8682 explains the
Revenue Building, 1111 Constitutionand (iii)), extend the statute of limita- reasons for the modifications to the final

Avenue NW., Washington, DC. tions accordingly (§ 1.367(e)-1T(c)(3)-regulations contained in the temporary
(ii)(F) and (iv)), and annually report its regylations.

FOR FURTHER INFORMATION CON- distributees to the distributing corpora-

TACT: Concerning the regulations,tion but not the Service (§ 1.367(e)-special Analyses

Philip L. Tretiak at (202) 622-3860; 1T(c)(3)(v)(B)). This information is re-

concerning submissions and the hearingjuired by the IRS as a condition for a It has been determined that this notice
Evangelista Lee at (202) 622-7180 (notaxpayer to qualify for an exception toof proposed rulemaking is not a signifi-
toll-free numbers). the general rule of taxation under seceant regulatory action as defined in EO

19 1996-37 |.R.B.

Background



12866. Therefore, a regulatory asses$roposed Amendments to the Regula- Also effective August 27, 1996, the

ment is not required. It is hereby certi-tions tax on aviation gasoline is imposed in

fied that these regulations do not have a . . the same manner as on other gasoline,
significant impact on a substantial num- Accordingly, 26 CFR part 1 '_S PrO- rather than partly at the retail level. The

ber of small entities. This certification is P°S€d 0 be amended as follows: former retail level tax of one cent per

based on the fact that these regulationsART 1—INCOME TAXES gallon is repealed. Thus, a tax of 19.3
will primarily affect large multinational o cents per gallon will be imposed on the

corporations with foreign shareholders. Paragraph 1. The authority citation forremoval of aviation gasoline from a

The regulations do not significantly alterpart 1 continues to read in part aserminal at the terminal rack.

the reporting or recordkeeping duties ofollows:

small entities. Therefore, a Regulatory Authority: 26 U.S.C. 7805. * * * II. TAX ON AVIATION FUEL
Flexibility Analysis under the Regula- Par. 2. Section 1.367(e)-1 is added t§OTHER THAN GASOLINE)
tory Flexibility Act (5 U.S.C. chapter 6) read as follows: Tax is imposed on aviation fuel (other
is not required. Pursuant to section han gasoline) (IRS No. 69) at a rate of

7805(f) of the Internal Revenue CodeS 1.367(e)-1 Treatment of section 35 =7 .
this rsgtice of proposed rulemaking will distributions by U.S. corporations to lljsii §$ntlsgggragnacilc;r:]dt?ﬁglr[])néggr:é\eﬁgl
be submitted to the Chief Counsel forforéign persons. %996. ' ’ g ’
Advocacy of the Small Business Admin-  the text of this proposed section is

istration f(_)r comment on their impact onye same as the text of § 1.367(e)—1‘|'”- FLOOR STOCKS TAX ON

small business. published in T.D. 8682, page 4 of thisAVIATION FUEL (OTHER THAN
Bulletin]. GASOLINE)

Comments and Notice of Public Hearing A tocks tax is i d
. Par. 3. Section 1.6038B-1, as pro- 00r SIOCKS 1ax IS Imposed on any
Before these proposed regulations argosed on May 16, 1986, at 51 IO|:|:gperson that holds previously-taxed avia-

adopted as final regulations, consider . S ion fuel (other than gasoline) on the
ation will be given to any written com- 17990, is amended by revising the seqy

; g, _ d t f h (b)(2)(i) andi'st moment of August 27, 1996. The
ments (a signed original and eight (8)23dinsge r:heen(t:tho ofpg::g;?gph( (()a() {g)rggaate of the floor stocks tax is 17.5 cents

copies) that are submitted timely to the o per gallon. The floor stocks tax payment
Internal Revenue Service. All comment$® ' is due by March 1, 1997.
will ‘be available for public inspection ¢ ; o381 Reporting of transfers de- The floor stocks tax does not apply to
and copying. cribed in section 367. aviation fuel held for use in foreign
A public hearing has been scheduled trade or in military aircraft. Also, the
for November 20, 1996, at 10 am. in [The text of proposed paragraphsioor stocks tax does not apply if the
the IRS Auditorium. Because of accesgb)(2)(i) and (e) are the same as the teXdggregate amount of aviation fuel held
restrictions, visitors will not be admitted of § 1.6038B-1T(b)(2)(i) and (e) pub-by a person or related group of persons
beyond the building lobby more than 15lished in T.D. 8682, page 4 of thison August 27, 1996, is not more than

minutes before the hearing starts. Bulletin]. 2,000 gallons. Aviation fuel held for an
The rules of 26 CFR 601.601(a)(3) exempt use is not taken into account for

apply to the hearlng. Margaret Milner Richardson, purposes of calculating the 2,000 gal-
Persons that wish to present oral Commissioner of Internal Revenuelons.

comments at the hearing must SmeiEFiIed by the Office of the Federal Register on
written comments by November 7,August 9, 1996, 12:19 p.m., and published in indV- DIESEL FUEL FOR

1996, and submit an outline of thejssue of the Federal Register for August 14, 1996VIOTORBOATS
topics to be discussed and_ the time_ to bel FR. 42217) Between August 27, 1996, and De-
devoted to each topic (signed original cember 31, 1997, the use of diesel fuel
?SSGelght (8) copies) by October 31’Excise Tax Changes in a motorboat is exempt from tax'and
A beriod of 10 minutes will be allot- the penalty for misuse of dyed diesel
: Announcement 96-85 fuel does not apply to use in a motor-
ted to each person for making com- boat. Thus yoﬁpr)r;ay now use either
ments. . . The Small Business Job Protectiony ey giesel fuel (which has not been
An agenda showing the scheduling ofct of 1996, which was signed into law previously taxed) or undyed diesel fuel
the speakers will be prepared after then August 20, 1996, makes the follow- on which tax has been paid) in a
deadline for_ receiving outlines .hasing changes to Federal excise taxe§,otorboat. If you use dyed fuel, no
passed. Copies of the agenda will b&hese changes will be reflected on Formyenaity will be imposed on that use. If
available free of charge at the hearing720, Quarterly Federal Excise Tax Re‘you use undyed diesel fuel, you n.1ay
Drafting Information turn; Form 4136, Credit for Federal Tax¢|aim a credit or refund of the tax paid
9 Paid on Fuels; and Form 8849, Refundy, “that fuel. Only the purchaser may

The principal author of these proposedf Excise Taxes. make this claim. The seller of the fuel is
regulations is Philip L. Tretiak of the not eligible for a credit or refund.
Of%ice of Associate Ehief Counsel (Inter—l' TAX ON AVIATION GASOLINE J
national), IRS. However, other personnel Tay is imposed on aviation gasoline’: GASOHOL BLENDERS
from the IRS and Treasury Departmenf|rs No. 14) at a rate of 19.3 cents per The gasohol blender credit (or refund)
participated in their development. gallon beginning on August 27, 1996,under section 6427(f) has been rein-
L S and ending December 31, 1996. stated, retroactive to October 1, 1995.
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Claims for gasoline used to produceVill. OZONE-DEPLETING Need for Correction
gasohol that was sold or used befor€HEMICALS (ODCs)

Apnl 1,t 1996,d{nusthe tj‘ll(gg as aN  Eftective August 27, 1996, no tax is(TD 8664) contain errors which may
INcome tax credit on Form ' imposed on ODCs (IRS No. 98) used agprove to be misleading and are in need

For sales or uses after March 3lpropellants in metered-dose inhalersof clarification.
1996, you may use Form 8849 (Rev.

April 1996). Print the rate and amount|X. LUXURY TAX Correction of Publication

in the shaded area of line 10. The rates . A dinalv. th blicati £ final
per gallon of gasoline used in blending Effective for sales after August 27, ccoraingly, the publication ot Tina
1996, the luxury tax on passenger autoregulations (TD 8664), which are the

As published, the final regulations

are. mobiles (IRS No. 92) decreases fronsubject of FR Doc. 96-9456 is corrected
Percentage of alcohol 10% to 9% and applies to the amoungs follows:

in the gasohol Rate  py which the sales price exceeds 1. On page 17572, column 3, in the
At least 10% $.03967 $34,000. The base amount for 199@reamble following the paragraph head-
At least 7.7% alcohol but less .02979 ($34,000) has not changed. For examplég “Paperwork Reduction Act’, the
than 10% for a sale after August 27, 1996, if thefirst line of the column, the language
At least 5.7% alcohol but less .02158 Sales price of the automobile is $35,000;Washington DC 20224, and the Office
than 7.7% the tax is $90 (9% of $1,000). This taxof” is corrected to read “Washington,

L » will be phased down one percentag®C 20224, and the Office of”.
toW(rnlfteForCr;nAE&gO;ndCIc_ﬁMe ?n\;{gli choint each year through the year 2002. 2. On page 17573, column 1, in the
P pe: preamble following the paragraph head-

M"’.‘" your clair_n to the service centery How TO GET FORMS ing “B. Comments on Canadian Report-
using the special addresses under Wheré ing Provisions, the third paragraph
to File on page 1 of the Instructions for IRS Forms can be obtained by calling"ne 5 the Ianéuage “the Form 1042_’5

Form 8849. Note that refund claims for1-800-829-3676 or downloaded fro o

X h I
sales or uses between April 1, 1996, anthe IRS Internet Home Page at ftp:/ rgage“ﬂ:eelzérrer::lslrggtzato Ilieiﬁreretf;ﬁgn:ict)-
June 30, 1996, must be filed by Septemirs.ustreas.gov. tal”

ber 30, 1996.
Part 1 [Corrected]

VI. AIR TRANSPORTATION TAXES  Information Reporting and Backup

Withholding; Correction 3. On page 17573, column 2, in the
The following taxes apply to amounts authority citation, line 2, the language
paid on or after August 27, 1996, forAnnouncement 96-86 “Sectyons 1.6049—-4 also issued u_nder
transportation beginning on or after Au- _ 26" is corrected to read “Section
gust 27, 1996, and before January Ar(ggglucr:;(. Internal Revenue Service,1.6049-4 also issued under 26”.

1997. No tax applies to amounts paid

1.6049-6 [Corrected
before August 27, 1996, and, unleS\cTION: Correction to final regula- s [ ]

extended by future legislation, thesgjgng. 4. On page 17574, column 1,
taxes will not apply to amounts paid for § 1.6049-6(e)(4), the fourth line from
transportation beginning after DecembeSBUMMARY: This document contains the bottom of the paragraph, the lan-
31, 1996. corrections to final regulations (TD guage “information on the Form is
IRS Tax 8664 [1996-20 I.R.B. 7]) which were heing” is corrected to read “information
No. Tax rate published in theFederal Register on on the form is being”.
Monday, April 22, 1996 (61 FR 17572).
26  Transportation of 10% The final regulations provide rules re- Cynthia E. Grigsby.
persons by air garding the reporting on Form 1042-S Chief, Regulations Unit
28  Transportation of 6.25% of certain bank deposit interest paid  Assistant Chief Counsel (Corporate).
property by air with respect to a United States bank

27 Use of interational air $6.00  account to an individual who is a non-(filed by the Office of the Federal Register on
. . . . ugust 6, 1996, 8:45 a.m., and published in the
travel facilities resident alien of the United States and Qg of the Federal Register for August 7, 1996,
The exemption for emergency medi-resident of Canada. 61 F.R. 40993)
cal transportation now includes flights ]
by certain fixed-wing aircraft. Also, the EFFECTIVE DATE: January 1, 1997. Deletions from Cumulative List of
exemption relating to affiliated corpora-FOR FURTHER INFORMATION CON- Organizations Contributions to

tions applies on a flight-by-flight basis. TACT: Teresa Burridge Hughes, (202)Which Are Deductible Under

622—-3880 (not a toll-free number). Section 170 of the Code
VIl. DIESEL-POWERED HIGHWAY
VEHICLE CREDIT SUPPLEMENTARY INFORMATION:  Announcement 96-87
Effective for vehicles bought after ackground The names of organizations that no
August 20, 1996, the diesel-powereoF longer qualify as organizations described

highway vehicle credit is repealed. For The final regulations which are thein section 170(c)(2) of the Internal Rev-
vehicles purchased between January $ubject of these corrections are undeenue Code of 1986 are listed below.
1996, and August 20, 1996, the credit isections 3406 and 6049 of the Internal Generally, the Service will not disal-
claimed on Form 4136, Part I. Revenue Code. low deductions for contributions made
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to a listed organization on or before the2615, Internal Revenue Building, 11118644 [1996—7 |.R.B. 16]) which were
date of announcement in the InternaConstitution Avenue NW, Washington,published in theFederal Register for
Revenue Bulletin that an organizationDC. Wednesday, December 27, 1995 (60 FR
no longer qualifies. However, the Ser- 66898), as corrected on June 12, 1996
vice is not precluded from disallowing aFOR FURTHER INFORMATION CON- (61 FR 29653). The final regulations

deduction for any contributions madeT.ACT: Christina Vasquez of the I:zegma'relate to generation-skipping transfer

ions Unit, Assistant Chief Counsel

after an O_rganlzatlon Ce_ases to qufi“ CorporatE), (202) 622-7180 (not a toll_tax.
under section 170(c)(2) if the organizag o T o EFFECTIVE DATE: December 27
tion has not timely filed a suit for r u )- 1995 : '

declaratory judgment under section 742& ;pp| EMENTARY INFORMATION:
and if the contributor (1) had knowledge ' FOR FURTHER INFORMATION CON-

of the revocation of the ruling or deter- A notice of proposed rulemaking andTACT: Jim Hogan (202) 622—-3090 (not
mination letter, (2) was aware that suctnotice of public hearing appearing in theg toll-free number).
revocation was imminent, or (3) was inFederal Registeron Thursday, June 20,
part responsible for or was aware of thdl996 (61 FR 31473 [PS-39-93,SUPPLEMENTARY INFORMATION:
activities or omissions of the organiza-1996-34 I.R.B. 27]), announced that a
tion that brought about this revocationpublic hearing on proposed regulationdgackground
If on the other hand a suit for de-relating to deductions available upon tpe fing| regulations that are subject
claratory judgment has been timelydemolition of a building will be held on i, ihese corrections are under chapter 13
filed, contributions from individuals and Wednesday, October 9, 1996, beginning¢ ihe Internal Revenue Code.
organizations described in sectiorat 10:00 a.m. in the Commissionser's
170(c)(2) that are otherwise allowableConference Room, 1111 Constitutionyeed for Correction
will continue to be deductible. Protec-Avenue NW, Washington, DC and that .
tion under section 7428(c) would beginrequest to speak and outlines of oral AS published, TD 8644 as corrected,
on September 9, 1996, and would enéomments should be received byontains errors that may prove to be
on the date the court first determinesMednesday, September 18, 1996. misleading and are in need of clarifica-
that the organization is not described in The location of the pubic hearing hasion.
section 170(c)(2) as more particularlychanged. The hearing is scheduled for * )
set forth in section 7428(c)(1). For indi-Wednesday, October 9, 1996, beginning Accordingly, 26 CFR part 26 is cor-
vidual contributors, the maximum de-at 10:00 a.m. in room 2615, Internalfected by making the following correct-
duction protected is $1,000, with a husRevenue Building, 1111 Constitution'"d amendments:
band and wife treated as one contributof\venue NW, Washington, DC. The re-paART 26—GENERATION-SKIPPING
This benefit is not extended to anyquests to speak and outlines of orafRANSFER TAX REGULATIONS UN-
individual who was responsible, incomments must have been received byeR THE TAX REFORM ACT OF
whole or in part, for the acts or omis-Wednesday, September 18, 1996. Berggg
sions of the organization that were thecause of controlled access restrictions, o
basis for revocation. attenders are not admitted beyond the Paragraph 1. The authority citation for
Gordon Jensen Health Care Associatiodpbby of the Internal Revenue Buildingpart 26 continues to read in part as
Inc. Atlanta, GA until 9:45 a.m. follows:
National Assistance Bureau, Inc. Atlanta, The Service will prepare an agenda Authority: 26 U.S.C. 7805 * * *
GA showing the scheduling of the speakers
after the outlines are received from theg 26.2601-1 [Corrected]
persons testifying and make copies
available free of charge at the hearing, Par. 2. In § 26.2601-1, paragraph
(b)(3)(iii)(B) is amended by revising
_ Michael L. Slaughter, _(P)(3)(iii)(A), (B), (C)" to read
#rcggé\lu(r:Y: Internal Revenue Service, Acting Chief, Regulations Unit, "(P)@)(iA)( 1), (), (3)".
y . . Assistant Chief Counsel (Corporate).§ 26.26425 [Corrected]
ACTION: Change of location of public (Filed by the Office of the Federal Register on . .
hearing. August 23, 1996, 8:45 a.m., and published in the Par. 3. Section 26.2642-5 is amended

) issue of the Federal Register for August 26, 1996by removing the punctuation “;” follow-
SUMMARY: This document changes thes1 F.R. 43695) ing the word “ratio” in the first sen-

location of the public hearing on pro- tence of paragraph (b)(1).

posed regulations relating to deduction L aLinm )
available upon demolition of a building.%ener"jltlon Skipping Transfer Tax;

* * * *

Definition of Structure; Hearing

Announcement 96-89

§ 26.2654-1 [Corrected]

Correction
DATE: The public hearing is being held Par. 4. Section 26.2654—1 is amended
on Wednesday, October 9, 1996, beginAnnouncement 96-90 by revising paragraph (a)(1)(ii)(B) to
ning at 10:00 a.m. AGENCY: Internal Revenue Serviceread as follows:

. ; ; iqi-(IRS), T . .
ADDRESSES: The public hearing origi- (IRS). Treasury § 26.2654-1 Certain trusts treated as

nally scheduled in the Commissioner'sacTioN: Correcting amendment. separate trusts.
Conference Room, Internal Revenue
Building, 1111 Constitution Avenue NW, SUMMARY: This document contains (a) *** (1) ***

Washington, DC is changed to Rooncorrections to final regulations (T.D. (ii) ***
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(B) If the pecuniary amount is pay- Chatham Volunteer Firemen'’s
able in kind on the basis of value other Association, Spencer, OH
than the date of distribution value of theChildrens Covenant Foundation, Inc.,
assets, the trustee is required to allocate San Antonio, TX
assets to the pecuniary payment in &incinnati Womens Health Project,
manner that fairly reflects net apprecia- Cincinnati, OH
tion or depreciation in the value of theCircle City Family Child Care
assets in the fund available to pay the Association, Inc., Indianapolis, IN
pecuniary amount measured from theCity of Lagrange Foundation, Inc.,
valuation date to the date of payment. Lagrange, KY
Classic One Fifty, Chattanooga, TN
Community Care Center, Inc., Dayton,

* * * * *

. OH
_ Michael L. Slaughter, cymberland Homestead Tower
_Acting Chief, Regulations Unit,  aggociation, Inc., Crossville, TN
Assistant Chief Counsel (Corporate).peyelopment Services International,

(Filed by the Office of the Federal Register on Inc., Warrenton, VA

Historic Morristown, Inc., Morristown,
NJ

Historic Riverton Nomination
Committee, Inc., Riverton, NJ

Hoboken Creative Alliance, Inc.,
Hoboken, NJ

Hot Line React Team 4086, Inc.,
Hagerstown, MD

Housing and Business Development
Corporation of Philadelphia,
Philadelphia, PA

Housing and Neighborhood Resources,
Washington, DC

Human Strategies, Inc., Millersburg, OH

Hyattsville Mt. Rainier Brentwood Boys
and Girls Club Incorporated, Mt.
Rainier, MD

August 23, 1996, 8:45 a.m., and published in thdialogue on Diversity, Inc., Washington, IAC-Enterprises Nehemiah Development

issue of the Federal Register for August 26, 1996, DC

61 F.R. 43656) Don't Waste the United States, Inc.,
Takoma Park, MD

Foundations Status of Certain

Organizations VA

Drinker Society for Critical Care in
Phila., Philadelphia, PA

Drug Awareness Foundation, Pontiac,
The following organizations have M

failed to establish or have been unabl®VvV Leukemia Fund, Wayne, NJ

Announcement 96-91

Inc., Columbia, MD
I.H.C. Professional Services, Inc., Salt
Lake City, UT

Downtown Petersburg, Inc., Petersburg, Indiana Soviet Trade Consortium Inc.,

Indianapolis, IN

Inspirational Media, Inc., Mentor, OH

Institute for Cooperation on Sec
Economics and the Environment,
Washington, DC

Institute for Latin American Unity,

to maintain their status as public chari£agle Clan Shawnee Tribe of Ohio, Inc., Washington, DC

ties or as operating foundations. Accord- Rayland, OH

ingly, grantors and contributors may notgkklesia Incorporated, Leonard, Mi
after this date, rely on previous rulingsgpyiro-Rite, Inc., Corydon, IN

or designations in the Cumulative List,:am”y Outreach Central. Inc.. Houston

of Organizations (Publication 78), or on Ty
the presumption arising from the filing

Institute for Social and Educational
Research, Inc., Tuscaloosa, AL

Institute for the Harmonious
Development of Man, Silver Spring,
MD

Forest Park School Foundation, Crystal Inter-American Management Education

of notices under section 508(b) of the Falls. Ml

Code. This listing doesot indicate that

the organizations have lost their statu
as organizations described in sectio
501(c)(3), eligible to receive deductible

contributions.
Former Public Charities.The follow-
ing organizations (which have bee

treated as organizations that are noé
private foundations described in section

509(a) of the Code) are now classifie

as private foundations:

Ada Village, Benton Harbor, Ml

Allen County Foster Parent Association
Lima, OH

Benny Brink Evangelistic Association,
Inc., Littleton, CO

Blue Ribbon Committee on Education,
Attalla, AL

B.M.P.C. & Associates, Rosenberg, TX

Bridgforth Foundation, Grosse Pointe
Shores, Ml

Browns Mount Association, Inc.,
Macon, GA

Carrolton Farmers Branch Insurance
Agents Assoc., Carrolton, TX

Center for Economic Development, Inc.
Cary, NC

Foundation for Emergency Medical

S Research, Phoenix, AZ

Freedom Link, Ann Arbor, Ml

Free Spirit Enterprise Association,
Chicago, IL

nGreater Latrobe Caring Program,
Latrobe, PA

uiding Star Ministries, Inc.,

Philadelphia, PA

q—|aad Support Groups, Roanoke, VA

Hand of the Master Ministries, Inc.,
Ephrata, PA

"Hanna Ministries, Inc., Columbus, OH

Hardyston Creative Playground, Inc.,
Franklin, NJ

Harford Leadership Association, Inc.,
Bel Air, MD

Harvest Fellowship, Upper Marlboro,
MD

Harvest International, Inc., Big Stone
Gap, VA

Health Start, Inc., Wilkinsburg, PA

Hearts for Croatia-SRCE ZA
Hrvatsku-Inc., Cherry Hill, NJ

Heros Touch, Washington, DC

,High Bridge Athletic Association, Inc.,

High Bridge, NJ

23

Foundation, Washington, DC

Interface Group Homes, Inc., Willow
Grove, PA

International Biotest Foundation, Troy,
M

International Community School of
Abidjan Inc., Princeton, NJ

Izetta Cutrell Mae Zimmerman
Foundation, Herrin, IL

Jane Silva House Inc., Fort Wayne, IN

Jesus Unlimited J.U.L., Tulsa, OK

Knox County Child Abuse Prevention
Council, Inc., Vincennes, IN

Marine Corps Coordinating Council
Louisville, Inc., Louisville, KY

Marshall Recycling Partnership, Inc.,
Marshall, TX

Masters of Business Administration
Association MBAA, Bloomington, IN

Mercy Assoc., Little Rock, AR

Miami County Child Abuse Prevention
Council Inc., Peru, IN

Minority Business Owners of
Washtenaw County, Ypsilanti, Ml

National Association of Minority
Contractors, Atlanta, GA

National Commission on Rape
Prevention, Mesa, AZ
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North American Plant Preservation Skillful Child Care Inc., Lansing, Ml If an organization listed above sub-

Council, Inc., Renick, WV Stress Research Foundation, Dallas, TXmits information that warrants the re-
Northeastern Indiana Allen County Summer Enrichment Program for newal of its classification as a public
Medical Response Team, Inc., Ft. Handicapped Children of Trumbull ~ charity or as a private operating founda-
Wayne, IN County, Warren, OH tion, the Internal Revenue Service will

Parents Helping Parents of Wyoming,
Inc., Buffalo, WY
Preston Plantation, Inc., Bedford, KY

issue a ruling or determination letter
with the revised classification as to
foundation status. Grantors and contribu-

Teamnester Retiree Housing of
Birmingham Inc., Birmingham, AL

PRIDE Community Center, Flint, Ml Tell\llg To Jesus Ministries Inc., Monroe, tors may thereafter rely upon such rul-
P R | D E Corporation, Ft. Wayne, IN L ) ing or determination letter as provided
Ray and Rosetta Doerhoff Scholarship Tennessee Association Education in section 1.509(a)-7 of the Income Tax
Trust, St. Elizabeth, MO Foundation, Nashville, TN ~ Regulations. It is not the practice of the
Shelby County Child Abuse Prevention Texas Literacy Foundation, San AntonioService to announce such revised classi-
Council, Inc., Shelbyville, IN X fication of foundation status in the Inter-
Sherman County Crime Stoppers, Inc., Williams Community Living Inc., nal Revenue Bulletin.
Stratford, TX Detroit, Ml
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